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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10317/August 2, 1973 


ACCOUNTING SERIES 
Rel. No. 145/August 2, 1973 


Accounting for Catastrophe Reserves 


On January 3, 1973 the Commission issued Accounting 
Series Release No. 134 calling attention to the recent 
adoption by some property and casualty insurance com- 
panies of accounting policies providing for charges to 
income thereby creating a reserve for future catastrophe 
losses. It. was noted that the matter was being considered 
by the American Institute of Certified Public Accountants 
and that definitive principles were expected to be an- 
nounced in time for use in preparing 1973 annual finan- 
cial statements. The Accounting Principles Board has now 
referred this matter to the Financial Accounting Stand- 
ards Board and it is apparent that a definitive statement 
will not be available for use in 1973 financial statements. 


The Commission continues to believe that alternative ac- 
counting principles for similar fact situations are undesir- 
able. However, since active consideration of this matter is 
continuing and only a small number of companies have 
changed to the reserve method, it will continue to accept 
financial statements of insurance companies using the 
same method of accounting as they followed in their 
latest published financial statements provided the dis- 
closure specified in Accounting Series Release No. 134 is 
made. No further changes of accounting policy for catas- 
trophe losses should be made until a single method has 
been adopted by the Financial Accounting Standards 
Board. 


By the Commission. 
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Ronald F. Hunt 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5413/August 2, 1973 


FILING REGISTRATION STATEMENTS FOR 
VARIABLE LIFE INSURANCE CONTRACTS 


On January 31, 1973, the Commission announced that it 
had determined that variable life insurance contracts are 
securities and that the offer and sale of such contracts 
would be subject to the provisions of the Securities Act 
of 1933 (Securities Act). 1 At the same time, the Com- 
mission also adopted exemptive rules under the Invest- 
ment Company Act of 1940 and the Investment Advisers 
Act of 1940 for variable life insurance separate accounts 
and for insurance companies or affiliates thereof acting as 
investment advisers under certain specified conditions. In 
adopting these rules, the Commission took note of the 
body of state law which had developed and was continu- 
ing to develop in the area of insurance regulation. 


In view of developing state regulatory requirements, com- 
panies which are considering the filing of a registration 
statement for variable life insurance contracts should de- 
termine, prior to filing, whether the policies to be offered 
can be sold in the jurisdiction in which offers will be 
made. In the Commission’s view, Section 6(a) of the Secu- 
rities Act generally contemplates that at the time of the 
filing of a registration statement the registrant must have 
a present intention to commence selling when the registra- 
tion statement is ordered effective 2; and Section 5(b) of 
that Act contemplates that at the time of filing there must 
be a reasonable certainty that the securities being offered 
can be legally sold upon effectiveness. It is the Commis- 
sion’s opinion that such reasonable certainty does not 
exist if the absence of enabling legislation, regulations or 
the approval of a policy by state insurance authorities 
would prevent the sale of a policy in the jurisdiction in 
which it is intended to be sold. Accordingly, a registration 
statement covering the offer and sale of a policy which 
cannot be sold because of the above limitations will not 
be accepted for filing under the Securities Act. 


1Securities Act of 1933 Release No. 5360, Securities 
Exchange Act of 1934 Release No. 9972, Investment 
Company Act of 1940 Release No. 359. 


2The Commission has previously enumerated specific 
exceptions to this requirement where registration for cer- 
tain types of deferred or extended offerings would be 
permitted. See Guide 4 of the Guides for Preparation and 
Filing of Registration Statements, Securities Act of 1933 
Release No. 4936 (December 9, 1968). 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10304/July 30, 1973 
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APPLICATION OF MINIMUM NET CAPITAL REQUIRE- 
MENTS OF RULE 15c3-1{a)(3) AND (4) UNDER THE 
SECURITIES EXCHANGE ACT OF 1934. 








In Securities Exchange Act Release No. 9633, of June 14, 
1972, the Commission announced the adoption of amend- 
ments to Rule 15c3-1 which increased the minimum net 
capital requirements of certain brokers or dealers. The 
rule was amended to require that brokers or dealers who | 
handle customer funds or securities or who engage in a 
general securities business maintain minimum net capital 

of not less than $25,000. 1 With respect to certain brokers 
or dealers who were registered with the Commission prior 

to August 13, 1971 the amended rule provided that those 
brokers or dealers would be permitted to maintain mini- 
mum net capital of not less than $5,000 until July 31, 

1973 at which time they would be required to maintain 
minimum net capital of not less than $15,000. 2 On July 
31, 1974 the minimum net capital requirements will be 
increased to not less than $25,000 for those brokers or 
dealers. 


Rule 15c3-1 provides in subparagraph (a)(3) that a mini- 
mum net capital requirement of not less than $5,000 shall 
continue to exist for registered brokers or dealers who 
limit their business activities to the prompt transmittal of 
customers’ funds or securities, and where they do not 
otherwise hold funds or securities of or for customers or 
do not otherwise carry accounts of customers. 


} 
| 
Many brokers or dealers will be required to maintain in- 
creased minimum net capital of not less than $15,000 on 
July 31, 1973 and the Commission's Regional Offices and i 
the National Association of Securities Dealers have been 
asked by certain brokers or dealers whether they are en- 
titled to continue to maintain minimum net capital of not 
less than $5,000. 





In adopting the amendments to Rule 15c3-1, it was the 
Commission’s intention that the $5,000 minimum net 
capital requirement be available only to brokers or dealers 
who introduced all their transactions to another broker or 
dealer on a fully disclosed basis. The Commission in the 
adopting release emphasized the necessity of assuring that 
smaller firms have a secure position in the securities in- 
dustry, and that entry into the industry be preserved to 
the greatest extent possible compatible with the public 
interest and the protection of investors. In that connection 
while establishing a $25,000 minimum requirement for 
most brokers or dealers who carry customer accounts, the 
$5,000 requirement was preserved for those who intro- 
duced their accounts on a fully disclosed basis. In order \ 
to make this provision viable, the Commission also amend- 
| 


ed Rule 17a-3(b) to permit all brokers or dealers, subject 

to their maintaining minimum net capital of not less than 
$25,000, to clear such transactions for introducing brokers 
or dealers. 


In order to clarify the applicability of the $5,000 mini- 
mum requirement set forth in subparagraph (a)(3) and to 
some extent the $2,500 minimum capital requirement of 
subparagraph (a)(4), the Commission is setting forth its 
views below: 


A. The $5,000 Minimum Net Capital Requirement - Sub- L) 
paragraph (a)(3) 
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The $5,000 minimum requirement shall be available to 
those registered brokers or dealers who do not carry cus- 
tomer accounts. 


In administering the net capital rule the $5,000 require- 
ment has been held to be applicable if the broker or 
dealer engages only in one, or any combination, of the 
following activities: 


(1) The broker or dealer introduces all of its transac- 
tions to another broker or dealer or bank as provided in 
Rule 17a-3(b). Such transactions are confirmed to custom- 
ers by the clearing broker or dealer who is deemed to 
carry such customer’s account. All checks in payment for 
such purchases are to be made payable to the clearing 
broker or dealer by the customer and if received by the 
introducing broker or dealer they are to be promptly 
transmitted to the clearing broker or dealer by noon the 
next business day. Also, deliveries of securities by custom- 
ers are to be made directly to the clearing broker or dealer 
who confirms such transactions. Any payments received 
by the introducing broker or dealer from customers for 
the payment of securities purchased and any securities re- 
ceived from customers by the introducing broker or dealer 
in settlement of sales shall be transmitted promptly to the 
clearing broker or dealer; 


(2) The broker or dealer promptly transmits subscrip- 
tions for securities (including but not limited to limited 
partnership interests or redeemable shares of registered in- 
vestment companies) to the issuer, sponsor or distributor 
of such securities and delivers checks, drafts, notes or 
other evidences of indebtedness which shall be payable 
solely to the issuer, sponsor or distributor who in turn de- 
livers the related security directly to the subscriber or who 
holds such security as custodian for such customer; or 


(3) The broker or dealer promptly transmits custom- 
ers’ checks, drafts, notes or other evidences of indebted- 
ness payable to an independent escrow agent in payment 
for customer purchases of securities (including best ef- 
forts underwriting or deposits for the purchase of con- 
dominium units) and where the escrow agent has agreed 
in writing to hold all such funds in escrow for the per- 
sons who have beneficial interests therein and to return 
such funds or delivers securities purchased directly to the 
customers who have the beneficial interest therein. 


The Commission wishes to make clear that simply be- 
cause a broker or dealer is entitled to an exemption from 
Rule 15c3-3 under subparagraph (k)(2)(A) thereof, the 
broker or dealer is not automatically entitled to maintain 
minimum net capital of not less than $5,000 unless the 
activities of such broker or dealer are limited as described 
above. Finally, the $5,000 minimum net capital require- 
ment of Rule 15c3-1 is not intended to preciude the 
broker or dealer from effecting an occasional transaction 
for his own account. 


B. The $2,500 Minimum Net Capital Requirement - 
Subparagraph (a)(4) 


It should be made clear that the $2,500 minimum net 
capital requirement is a special provision applicable only 
to those brokers or dealers who limit their business solely 
as specified therein. A broker or dealer who expands his 


business in such a fashion as to engage in the sale of 
other types of investment contracts is not eligible for the 
$2,500 requirement. Moreover, if he engages in the sale 
of other types of investments he will not be eligible for 
the $5,000 minimum net capital requirement unless he 
limits his activities and the manner of conducting those 
activities as described in A. above. Finally, if the broker 
or dealer does not limit his business as set forth in sub- 
paragraph (a)(4) and he receives funds or securities from 
customers which he passes through his own accounts the 
broker or dealer will not be eligible for the $2,500 mini- 
mum requirement set forth in subparagraph (a)(4) nor will 
the broker or dealer be eligible for the $5,000 minimum re- 
quirement set forth in (a)(3). 


Ronald F. Hunt 


By the Commission. 
Secretary 


1Brokers or dealers who registered with the Commission 
after August 13, 1971 are required to maintain a ratio of 
net capital to aggregated indebtedness of not less than 
800 percentum (8 to 1) during the first year of their 
Operations or a minimum net capital of not less than 
$25,000 whichever is greater. 


2A broker or dealer must maintain not less than the 
appropriate minimum net capital and such net capital may 
not be less than 1/20th of his aggregate indebtedness, 
except during the first year of operations. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10305/July 30, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 against Wyllie and Thornhill, Inc. 
(Registrant) of Charlottesville, Virginia; George Ernest 
Thornhill (Thornhill) of Louisa, Virginia; and Thomas 
Hodges Wyllie (Wyllie) of Charlottesville, Virginia. During 
the relevant period, Thornhill and Wyllie were, respec- 
tively, chairman of the board and president of Registrant. 
The order is based upon allegations that between at or 
about February 1968 to at or about September 1971, 
Registrant, Thornhill and Wyllie, singly and in concert 
with others, wilfully violated and wilfully aided and 
abetted violations of the registration provisions of the 
Securities Act of 1933 and the anti-fraud provisions of 
that act and the Securities Exchange Act of 1934 in the 
offer and sale of securities in the form of first deeds of 
trust bonds on behalf of O’Neill Enterprises, Inc. Addi- 
tionally, the staff of the Commission charges that Regis- 
trant, Thornhill and Wyllie failed reasonably to supervise 
persons under their supervision so as to prevent the alleged 
violations. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto for the 
purpose of determining whether the allegations are true 
and, if so, whether any action of a remedial nature should 
be ordered by the Commission. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10306/July 30, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 387/July 30, 1973 


The Securities and Exchange Commission has ordered pub- 


lic administrative proceedings under the Securities Ex- 
change Act of 1934 and the Investment Advisers Act of 
1940 against McGivney and Company, Inc. (‘“McGivney & 
Co."’), an Illinois corporation seeking registration under 
the Investment Advisers Act, Joseph P. McGivney and 
Associates, Inc. (““McGivney & Assoc.”’), an Illinois 
Broker-Dealer, Joseph P. McGivney (‘“McGivney’’), presi- 
dent of McGivney & Co. and McGivney & Assoc., Wil- 
liam J. Goodman and Stephen M. Harris salesmen for Mc- 
Givney & Co. and McGivney and Assoc. 


These proceedings are based upon allegations of the Com- 
mission’s staff that McGivney & Co., McGivney, Good- 
man and Harris wilfully violated and aided and abetted 
violations of the securities registration, broker-dealer reg- 
istration and anti-fraud provisions of the Federal securities 
laws in connection with the offer and sale of Whiskey 
Warehouse Receipts since approximately February 1971. 
McGivney & Assoc. was named as respondent in view of 
the association of the three individual respondents to the 
firm. The Order for Proceedings alleges that the respond- 
ents made material misrepresentation and omissions con- 
cerning (1) the expected annual return to be expected 
from an investment in Scotch Whiskey Warehouse Re- 
ceipts; (2) the suitability of an investment in Scotch 
Whiskey Warehouse Receipts to individual customers fi- 
nancial needs, circumstances and investment objectives; 
(3) the marketability of Scotch Grain Whiskey; (4) the 
risk of overproduction of Scotch Grain Whiskey; and (5) 
the size and amount of McGivney & Co.’s markups in 
selling Whiskey Warehouse Receipts. 


The institution of these proceedings serves to postpone 
the effective date of McGivney & Co.'s registration as an 
Investment Adviser for 90 days. 


A hearing will be scheduled by further order to initially 
take evidence on the question of whether McGivney & 
Co.'s registration as an Investment Adviser should be 
further postponed pending a final determination of the 
staff's allegations. The administrative proceedings will 
afford the respondents an opportunity to offer any de- 
fenses and will be for the purpose of determining whether 
the allegations are true and, if so, whether any action of 
a remedial nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10307/July 30, 1973 


Admin. Proc. File No. 3-3515 
In the Matter of 
WILLIAM J. McLAREN 


3251 Chadbourne Road 
Shaker Heights, Ohio 
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RICHARD SCHULENBERG 
21120 Eaton Road 
Cleveland, Ohio 






FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 





In these proceedings pursuant to Section 15(b), 15A and 
19(a)(3) of the Securities Exchange Act, William J. Mc- } 
Laren, vice-president of a registered broker-dealer (‘‘regis- 
trant’’), and Richard Schulenberg, who was in charge of 

its over-the-counter trading department, have submitted 

an offer of settlement. Under the terms of the offer, re- 
spondents, solely for the purpose of this proceeding and j 
without admitting or denying the charges in the order for 
proceedings, consented to findings of misconduct as 
alleged in that order and to the imposition of specified 
sanctions. 


After consideration of the offer of settlement and upon 
the recommendation of its staff, the Commission deter- 
mined to accept the offer. On the basis of the order for 
proceedings and the offer of settlement, it is found that:1 } 


1. During the period from about January 21 to May 22, 
1970 respondents willfully violated and willfully aided 
and abetted violations of Section 10(b) of the Exchange 
Act and Rules 10b-5 and 10b-6 thereunder in connection 
with an offering of the common stock of Comcorp, Inc., 
of which registrant was sole underwriter, by manipulating \ 
the market in order to sell such securities to customers at 
prices which were arbitrary and not reasonably related to 

the actual supply of and demand for such stock. As a rT 
part of this conduct respondents created actual and ap- 

parent activity in Comcorp stock at arbitrary prices by 

placing quotations at such prices in the inter-dealer quota- 

tion sheets, engaged in transactions intended to reduce 

the supply of such security, bid for and purchased Com- 

corp shares through nominee and fictitious accounts in 

which they had a beneficial interest while participating in 

the distribution, and effected a series of transactions in a 
substantial number of Comcorp shares pursuant to a 

guarantee against loss given by a director of the issuer 

which was not disclosed to registrant’s customers. 


2. During the period from about April 15-30, 1970 Mc- 
Laren willfully aided and abetted violations of Section 
17(a) of the Exchange Act and Rule 17a-3 thereunder in | 
that he caused registrant to record transactions in the 
names of persons other than those for whom the transac- 
tions were effected. 


McLaren consented to an order suspending him from | 
association with any broker or dealer for 20 business days 
and Schulenberg consented to a censure. | 





In view of the foregoing it is appropriate in the public 
interest to impose the sanctions specified in the offer of 
settlement. 














Accordingly, 1T IS ORDERED that William J. McLaren 
be, and he hereby is, suspended from association with any 
broker or dealer for 20 business days commencing August 
13, 1973 and that Richard Schulenberg be, and he hereby 
is, censured. 
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For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are binding only upon the above- 
captioned respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10308/July 30, 1973 


Admin. Proc. File No. 3-4170 
In the Matter of 


FLAKS, ZASLOW & CO., iNC. 
40 Exchange Place 

New York, New York 
(8-15289) 


STEPHEN FLAKS 
STANLEY ZASLOW 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, an offer of settlement and an amerdment 
thereto (“offer of settlement’’) have been submitted by 
Flaks, Zaslow & Co., Inc. (‘registrant’), a registered 
broker-dealer, and Stephen Flaks, chairman of the board 
of directors of registrant, and Stanley Zaslow, its presi- 
dent. 


Solely for the settlement of these proceedings, and with- 
out admitting or denying the charges in the order for pro- 
ceedings, respondents consented to findings of miscon- 
duct as alleged in that order, and to the imposition of 
certain sanctions. 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from about 
September to November 1972: 1 


1. Registrant, Flaks and Zaslow willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection with 
transactions in the common stocks of Monarch General, 
Inc. (““Monarch’’), Econetics, Inc. (‘“Econetics’’) and 
Faraday Laboratories, Inc. (““Faraday’’), including a public 
offering of Monarch securities as to which registrant was 
named a co-underwriter. Among other things, respondents 
effected a series of transactions in Monarch stock to raise 
and maintain its price artificially, and sold such securities 
at excessive and unreasonable prices; required customers 
to purchase Monarch shares in the aftermarket or to pur- 
chase Econetics and Faraday stocks in order to obtain 
Monarch shares at the offering price of $5 per share; and 


paid salesmen exceptionally high commissions to induce 
them to buy or sell Monarch, Econetics and Faraday 
stocks for their customers as registrant's interests dictated, 
without informing customers of such commissions. In 
addition, respondents made false and misleading statements 
and omitted to state facts in a prospectus used in connec- 
tion with the public offering of Monarch securities and 
otherwise concerning the manner and method of the dis- 
tribution of and the existence of a bona fide independent 
market for Monarch stock, prospective increases in its 
price, the arbitrary nature of the price at which it was 
offered in the aftermarket, and the demand for Monarch 
stock and the availability of such shares remaining to be 
sold at the public offering price. 


2. Registrant, willfully aided and abetted by Flaks and 
Zaslow, willfully violated Section 15(c)(1) of the Exchange 
Act and Rule 15c1-8 thereunder, in that while participat- 
ing and financially interested in a distribution of Monarch 
securities it represented to customers that those securities 
were being offered ‘‘at the market’ without having reason- 
able grounds to believe that a market for such securities 
existed other than that made or controlled by respondents 
and others acting in concert with them. 


3. Registrant, Flaks and Zaslow willfully violated Section 
10(b) of the Exchange Act and Rule 10b-6 thereunder, in 
that while participating in the distribution of Monarch 
stock they bid for and purchased such stock. 


4. Registrant, Flaks and Zaslow willfully violated Section 
5(b) of the Securities Act, in that they carried and caused 
to be carried for the purpose of sale and delivery Monarch 
stock not accompanied or preceded by a prospectus meet- 
ing the requirements of Section 10(a) of that Act. 


5. Registrant, Flaks and Zaslow failed reasonably to super- 
vise persons subject to their supervision with a view to 
preventing the above violations. 


The offer of settlement provided that registrant’s broker- 
dealer registration may be revoked and that Zaslow and 
Flaks may be barred from association with any broker- 
dealer provided, however, that after three years they may 
apply to the Commission to become so associated in a 
non-supervisory and non-proprietary position upon a show- 
ing that they will be adequately supervised. 


In the offer of settlement respondents represented and 
agreed among other things that: 


1. Registrant would liquidate all customers’ accounts. Any 
dispute between registrant and a customer in connection 
with the liquidation of his account would be resolved, if 
agreeable to the customer, through arbitration at regis- 
trant’s expense before arbitrators designated by an im- 
partial body named in the offer, with the burden on reg- 
istrant of establishing the validity of any disputed trans- 
action. 


Registrant would not liquidate the securities or credit bal- 
ances in any customer account in dispute unless and until 
the matter had been arbitrated or otherwise adjudicated. 


2. Respondents would send to customers all the securities 
and cash credit balances of such customers notwithstand- 
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ing any claims by registrant against them for payment of 
the purchase price of Monarch common stock. 


3. Registrant would not enter into any new securities 
transactions, except to cover existing short positions for 
customers or the firm account and honor outstanding 
options or open contractual commitments as of the date 
of the offer of settlement. Commencing one week after 
the submission of such offer it would file weekly reports 
with the Commission’s New York Regional Office con- 
taining specified information. It would make, keep and 
preserve all of the books and records required by Section 
17(a) of the Exchange Act and Rules 17a-3 and 17a-4 
thereunder, make them available for examination by the 
Commission's staff pursuant to Section 17(a) of the Ex- 
change Act, and upon the revocation of its registration, 
notify the Commission of their location. 


In support of the offer of settlement respondents state 
that they have never been the subject of any prior dis- 
ciplinary action involving the purchase or sale of securities, 
that Flaks and Zaslow have cooperated with the Commis- 
sion’s staff in the investigation conducted by it, and that 
the sanctions consented to will have substantial financial 
impact upon Flaks and Zaslow. 


In view of the foregoing it is appropriate in the public 
interest to impose the sanctions specified in the offer of 
settlement. 


Accordingly, 1T IS ORDERED that, subject to the terms, 
conditions, representations and undertakings in the offer 
of settlement as amended, the registration as a broker and 
dealer of Flaks, Zaslow & Co., Inc. be, and it hereby is, 
revoked, and Stephen Flaks and Stanley Zaslow be, and 
they hereby are, barred from being associated with any 
broker or dealer, with the proviso, however, that after 
three years from the date of this order they may apply to 
the Commission to become so associated in a non-super- 
visory and non-proprietary position upon a showing that 
they will be adequately supervised. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are binding only upon the above- 
captioned respondents. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10309/July 31, 1973 


Admin. Proc. File No. 3-4016 

In the Matter of 

CENTAUR CAPITAL CORPORATION 
333 South 200 East 

Salt Lake City, Utah 

FINDINGS AND ORDER IMPOSING 
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REMEDIAL SANCTION 


In these broker-dealer proceedings under the Securities 
Exchange and Securities Investor Protection Acts, Cen- 
taur Capital Corporation (‘“Centaur’’), parent corporation 
of Centaur Securities, Ltd. (‘registrant’), formerly a reg- 
istered broker-dealer, | filed a stipulation and consent. 
Solely for purposes of this proceeding or any other pro- 
ceeding pursuant to Sections 15(b) and 15A of the Ex- 
change Act or Section 203(e) of the Investment Advisers 
Act, and without admitting or denying the allegations in 
the order for proceedings, Centaur consented to findings 
of willful violations of the Exchange Act as alleged in that 
order and to entry of an order barring it from association 
with any broker-dealer. 


Accordingly, on the basis of the order for proceedings 
and Centaur’s consent, it is found that: < 


1. During the period from about December 31, 1971 to 
July 10, 1972, Centaur willfully aided and abetted viola- 
tions of Section 15(c)(3) of the Exchange Act and Rule 
15c3-1 thereunder in that registrant effected securities 
transactions when its aggregate indebtedness to all other 
persons exceeded 2,000% of its net capital and it did not 
have and maintain net capital of at least $5,000. 


2. During the same period, Centaur willfully aided and 
abetted violations of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder in that registrant failed to 
make accurately and keep current certain books and 
records. 


3. During the period from about February 28 to July 10, 
1972, Centaur willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-11 there- 
under in that registrant failed to give the Commission 
telegraphic notice of its net capital and record-keeping 
deficiencies and to file the reports of financial condition 
required by that Rule. 


In view of the foregoing, it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Centaur Capital Cor- 
poration be, and it hereby is, barred from association with 
any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronaid F. Hunt 
Secretary 


1Registrant’s broker-dealer registration was revoked in 


these proceedings on the basis of its defauit. Securities Ex- 


change Act Release No. 10247 (June 28, 1973), 2 SEC 
Docket 41. 


2The findings herein are not binding on any other re- 
spondent in these proceedings. 






































SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10310/July 31, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 ("Exchange Act’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:00 a.m. (EDT) on July 31, 1973 and terminating at 
midnight (EDT) on August 9, 1973 of the securities of 
the following issuers which have failed to file with the 
Commission the indicated reports: 


|. D. PRECISION COMPONENTS CORPORATION 
located in Jamaica, New York (10-K annual report for 
1972 and 10-Q quarterly reports for December 1972 and 
March 1973); and 


SYNER DATA INC. located in Beverly, Massachusetts 


(10-K annual reports for 1972 and 1973 and 10-O quarter- 


iy reports for 1972). 


The Commission initiated the subject suspensions because 


the subject issuers failed to comply with the reporting pro- 


visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10311/July 31, 1973 


The Securities and Exchange Commission announces pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
the over-the-counter trading in the securities of Seggos 
Industries, Inc. for one ten-day period commencing at 
11:45 a.m. (EDT) on July 31, 1973 and terminating at 
midnight (EDT) August 9, 1973. 


The Commission initiated the subject suspension because 
of questions raised concerning the control of the issuer 
and the nature of the issuer’s business and because the 
subject issuer failed to comply with the reporting provi- 


sions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10312/August 1, 1973 


COMMISSION REVIEW OF OPTION TRADING BY 
SPECIALISTS, MARKET MAKERS, FLOOR 
TRADERS, AND BLOCK POSITIONERS (S7-490) 


The Commission announced that it has under review and 
is requesting public comment on the question of whether 
specialists, market makers, floor traders and block posi- 
tioners should be permitted to trade or otherwise have an 
interest in options (puts and calls) in any securities in 
which they are registered, make a market, or trade for 
their own accounts on exchanges, either from on or off 
the floor or in the over-the-counter market. 


In 1935 all the national securities exchanges adopted, at 
the Commission's request, a rule which provided that no 
specialist or odd-lot dealer, and no firm of which such 
specialist or odd-lot dealer is a participant, and no partner 
of such firm, shall acquire, hold or grant, directly or in- 
directly, any interest in a put, call, straddle, or option in 
any rece | in which such specialist, or odd-lot dealer is 
registered. ' All the national securities exchanges also pro- 
hibited any other member while on the floor from initiat- 
ing the purchase or sale on the exchange, for any account 
in which he or his firm or any participant therein is in- 
terested, of any stock in which he, his firm or any partic- 
ipant holds or has granted an option. 


These rules came about because of abuses in the use of 
the option device in the operations of manipulative 
“pools” during the late 1920's and early 1930's. 2 It was 
the general consensus of the commentators at the time of 
the passage of the Securities Exchange Act of 1934 that 
the “‘option” enabled ‘‘manipulators of every sort” “‘to 
carry on large-scale operations with a minimum of finan- 
cial risk.” 3 Although such abuses were not limited to 
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pool operations, the granting of an option to pools or 
their confederates was found to be at the very heart of 
most of these manipulative operations. The specialist’s ser- 
vices in particular were considered invaluable to the pool 
managers. 4 


Because of the actual and potential abuses, the original 
drafts of the Securities Exchange Act would have out- 
lawed the purchase or sale of options through an exchange 


or in connection with exchange-traded securities. Apparent- 


ly, however, Congress decided that it was virtually impos- 
sible for it to distinguish between a “‘good” and a “bad” 
option, and, rather then prohibiting all such options, gave 
the Commission broad power to regulate their trading 
under Sections 9(b) and (c) of the Securities Exchange 
Act of 1934. 5 The Commission has not used this rule 
making authority until quite recently. 6 Self-regulation, 
including the above exchange rules, was relied on instead; 
and the Commission believes that, partly as a result of 
such action by the exchanges, pool-type activities have 
been substantially curtailed. 


Several firms, presently doing business on other exchanges 
as specialists or market makers have applied for member- 
ships on the new Chicago Board Options Exchange 
(CBOE) to operate as market makers, board brokers or 
floor brokers. 7 Some of these other exchanges have 
therefore been considering changes in their rules to permit 
such firms to act (and continue to act) on their exchanges 
as specialists, market makers or floor traders in the same 
securities that underly options in which such firms would 
act as dealers on the CBOE, and perhaps elsewhere. 8 The 
Commission's Division of Market Regulation has asked 
those exchanges not to change their rules to permit such 
activities until such time as the Commission completes its 
own review of this matter. 


In its review the Commission will also consider the role of 
option trading and its relation to the developing of a cen- 
tral market system for listed securities. 9 


At the time of the hearings on the Securities Exchange 
Act, there was little discussion of possible regulation of 
transactions in options relating to over-the-counter securi- 
ties. However, with the recent advent of NASDAQ (the 
National Association of Securities Dealers, Inc.’s auto- 
mated quotation system), which for the first time enables 
broadcasting of quoted prices of over-the-counter securities 
on a real time basis, manipulations similar to those en- 


countered on the exchanges prior to 1934 may be possible. 


The Commission, therefore, is interested in determining 

whether or not over-the-counter market makers in listed 
and in unlisted securities should likewise be restricted in 
their dealings in options relating to the same securities in 
which they make markets. 


Accordingly, the Commission invites comments on the 
questions of whether and to what extent, the various 
Participants in the exchange and over-the-counter markets 
whose activities may effect the pricing mechanism of 
securities traded therein should be permitted to have an 
interest in options in the same securities. Commentators 
should address themselves to the following considerations, 
among others: 


1. the possibility that such dealing might create for a 
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participant a conflict of interest which would likely im- 
pair the maintenance of fair and orderly markets in the 
underlying securities where the participant is (a) a spec- 
ialist (b) an odd-lot dealer (c) a floor trader (d) a market 
maker in listed securities on an exchange and/or a third 
market maker (e) a market maker in over-the-counter 
securities or (f) a block positioner in listed and unlisted 
securities; 









2. the relevance and significance of changed market 
conditions, since the passage of the Securities Exchange 
Act, including changes that have taken place in the struc- 
ture of exchange and over-the-counter markets (such as 
the relative “‘institutionalization’’ of the markets); 





3. the future development of a central market system; 


4. the significance of the differences, if any, among 
various categories of members on regional and primary 
exchanges, including differences with respect to their 
abilities to affect the pricing mechanism of a given securi- 
ty, and the nature of their respective contributions to the 
market; 


5. the adequacy of present or potential regulatory con- 
trols to prevent misuse of options in the event present 
restrictions were relaxed. 


All interested persons are invited to submit their views 

and comments on the foregoing issues. Written statements | 
of views and comments should be addressed to Ronald F. 
Hunt, Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549, on or 
before September 29, 1973. Reference should be made to 
file number S7-490. All such communications will be 
available for public inspection. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1This rule was one of the sixteen rules adopted by all 
the national securities exchanges in 1935, at the request 
of the Commission (which also formulated the rules), to } 
eliminate some of the undesirable consequences flowing 
from dealer activities on the national securities exchanges. | 
See, U. S. Securities and Exchange Commission, Report 
on the Feasibility and Advisability of the Complete ! 
Segregation of the Functions of Dealer and Broker (1936), 
pp. 60-64, 170. 


2H.R. Rep. No. 1383, 73d Cong., 2d Sess. (1934), pp. 
10-11; see also S. Rep. No. 792, 73d Cong., 2d Sess. } 
(1934), p. 9. For the Senate committee’s findings on the 
extent and use of options in manipulations, see Stock 
Exchange Practices, Report of Comm. on Banking & Cur- 
rency, S. Rep. No. 1455, 73d Cong., 2d Sess. (1934), 
p. 47. 


3Stock Exchange Practices, Report of Comm. on Bank- | 
ing & Currency, S. Rep. No. 1455, 73d Cong., 2d Sess. 
(1934) p. 45. 













4ibid., p. 47. 


or 
to 


he 


ur- 


1k- 








5Stock Exchange Practice Hearings before Senate Comm. 


on Banking & Currency, 73d Cong., 2d Sess. (1934), Pt. 
15, p. 6515. The House Committee’s Report on the 
Securities Exchange Act, in explaining these subsections, 
stated, ‘As it is not always easy to trace and prove 
manipulative activity, it is necessary to rid the market of 
devices which commonly accompany or cloak these 
activities.” H. Rep. No. 1383, 73d Cong., 2d Sess. (1934), 
p. 11. See supra n. 2 and 4. 


6See Release No. 34-9930 (January 9, 1973) proposing 
Rule 9b-1 and Release No. 34-9994 (February 8, 1973) 
proposing Rule 9b-2, both under the Securities Exchange 
Act of 1934. 


7The two basic functions of a specialist are divided on 
the CBOE between the board broker (agent) and the 
market maker (dealer). 


8Some other exchanges have been considering the 
establishment of trading markets in options. 


9See Securities and Exchange Commission, Policy State- 
ment on the Structure of a Central Market System (March 
29, 1973), and Statement on the Future Structure of the 
Securities Markets (February 2, 1972). See also Release 
No. 34-9950 (January 16, 1973), at pp. 109-129, which 
discusses, in terms of the needs of both the present and 
future market structure, the growing similarity between 
the regulatory problems relating to floor dealings of 
specialists and floor traders on the one hand and those of 
“off-floor” trading of securities professionals and block 
positioners on the other. 


10See Report of Special Study of Securities Markets of 
the Securities and Exchange Commission which discusses 
some of the problems concerning trading in options relat- 
ing to over-the-counter securities prior to the NASDAQ 
system. H.R. Doc. No. 95, 88th Cong., 1st Sess. (1963) 
Pt. 2, pp. 563-567, 676. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10313/August 1, 1973 


Admin. Proc. File No. 3-3366 

In the Matter of the Application of 
ALESSANDRINI & CO., INC. 

11 Broadway 

New York, New York 

PAUL P. ALESSANDRINI 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC, 


FINDINGS, OPINION AND ORDER MODIFYING 
ACTION OF REGISTERED SECURITIES 
ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION — REVIEW 


OF DISCIPLINARY PROCEEDINGS 
Violations of Rules of Fair Practice 
Failure to Comply With Recordkeeping Requirements 


Transactions Effected Without Regard to Emergency 
“Fails” Rule 


Improper Extension of Credit 
Failure to Make Bona Fide Public Offering 
Transactions for Employees of Other Association Members 


Where member of registered securities association and pres- 
ident of member, in violation of association's rules of 

fair practice, failed to comply with recordkeeping and 
credit requirements, allocated portions of premium pubiic 
offerings to president's father-in-law and employees of 
other association members, effected transactions when, 
because of the condition of member’s fail records, it 
could not be ascertained whether transactions complied 
with association’s emergency “‘fails’’ rule, and executed 
transactions for employees of other members without 
using reasonable diligence to determine whether transac- 
tions would adversely affect interests of such members, 
but where it appeared, among other things, that violations 
did not impair member's financial position and attempts 
were made to remedy deficiencies, he/d, under the circum- 
stances, sanctions, including $25,000 fine imposed upon 
member and president, modified by reducing fine to 
$10,000. 


APPEARANCES: 


Robert W. Taylor, for Alessandrini & Co., Inc. and Paul 
P. Alessandrini. 


Lloyd J. Derrickson, Frank J. Wilson and John E. Mylod, 
Jr., for the National Association of Securities Dealers, Inc. 


This is an application pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Alessandrini & Co., 
Inc., a member of the National Association of Securities 
Dealers, Inc. (““NASD”’), and Paul P. Alessandrini, presi- 
dent and operating head of the member, for review of 
disciplinary action taken against them by the NASD. The 
NASD censured applicants, suspended the member and 
Alessandrini’s registration as a registered principal for 15 
days, fined them $25,000 jointly and severally, and 
assessed costs against them. Briefs were filed with us by 
applicants and the NASD, and we heard oral argument. 


We find as did the NASD that applicants violated the 
NASD’s Rules of Fair Practice, as set forth below, and 
that their conduct was inconsistent with just and equitable 
principles of trade. 


1. The member violated Sections 1, 21(a) and 21(b) of 
Article 111 of the NASD’s Rules of Fair Practice 1 and 
Alessandrini violated Section 1 of Article I!I in that 

memoranda of about 230 out of 300 brokerage orders, 
sampled for a five-day period in July 1968, were time- 
stamped only once and, if that were the time of entry, 
should also have indicated the time of execution; < the 
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member’s books and records and its trial balance as of 
June 28, 1968 reflected a loan by Alessandrini to the 
member in the amount of $126,967.50 as subordinated 

to the claims of general creditors when in fact such loan 
was not subject to a subordination agreement; as of Janu- 
ary 3, 1969, the fail to deliver and fail to receive accounts 
had not been posted on a daily basis since November 14, 
1968; 3 an examination of customer account cards with 


respect to 150 purchasers of a certain security in 1967 dis- 


closed that 21 cards were missing, and review of 90 of the 
cards disclosed that 59 lacked signatures of an officer of 
the member accepting the accounts; and a general review 
of all account cards prepared by the member indicated 
that a number did not contain the required customer in- 
formation. 


No evidence was presented that the receipt and execution 
of the brokerage orders in question were simultaneous, 

as suggested by applicants, and, since the salesmen receiv- 
ing the orders transmitted them to the traders for execu- 
tion, there must have been a time lag. Even if the lapse of 
time between the time of entry and of execution were 
minimal, the failure to show the time of execution would 
violate the rules. 4 Applicants are not aided by asserting 
that, while the subordinated loan entry appeared in the 
trial balance, it was not shown that the entry appeared in 
the general ledger, and that the entry was recorded as a 
subordinated loan for tax, not capital, purposes, was not 
used in net capital computations, and did not actually 
mislead anyone. It was not necessary for the NASD to 
present affirmative evidence to show that such entry ap- 
peared in the general ledger. Since a trial balance con- 
stitutes a record of money balances in ledger accounts, 
the entry must also have appeared in a ledger account, 
and the burden of showing otherwise shifted to applicants. 
That burden was not met. The fact that the loan was not 
used in computing net capital is irrelevant, and it was not 
necessary to show that anyone was actually misled. It is 
also clear that daily postings were not made to the fail 
book during the period involved. Applicants asserted that 
the member maintained a rack of open fail tickets, and 
that examination of those tickets together with the fail 
book, blotter entries, and current general ledger entries 
presented a complete picture of the fails. We agree with 
the NASD, however, that the combination of those rec- 
ords did not constitute compliance with Rule 17a-3, par- 
ticularly since the member itself was unable to construct 
an accurate list of fails as of November 29, 1968. 


2. From December 2 through December 23, 1968, appli- 
cants violated Section 1 of Article III by effecting 164 
transactions in 17 securities when the member had at 
least apparent fails to deliver in such securities more than 
60 days old but, in view of the condition of the member’s 
fail records as described above, they neither knew nor 
could have known whether the total dollar amount of the 
member's fails to deliver over 30 days old constituted 
30% or more of its total dollar amount of fails to deliver 
and therefore whether they were in compliance with the 
NASD’s then effective Emergency Rule of Fair Practice 
No. 68-4. 5 


3. Between February 1967 and November 1968, appli- 
cants violated Section 1 of Article III in that they failed, 
in respect of 194 transactions, to comply with various 
provisions of Regulation T prescribed under the Act 
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by the Board of Governors of the Federal Reserve 
System. 


Applicants do not dispute that, with respect to 150 trans- 
actions, they failed to comply with Section 4(c)(2) of 
Regulation T, which requires cancellation or liquidation 
of purchases for non-payment within seven business days, 
and that their delinquencies in that respect ranged from 
one to sixty days as to 149 purchases, and amounted to 
about eleven months as to one purchase still open as of 
the date of the NASD complaint. 6 Applicants also failed 
to comply with Section 4(c)(3), which requires the same 
disposition for non-payment for purchases of unissued 
securities within seven business days after the securities 
are made available by the issuer for delivery to the pur- 
chasers, with delinquencies ranging from one to 260 days 
as to 19 transactions; Section 4(c)(5) which provides a 
35-day period after a purchase for payment where pay- 
ment is to be made against delivery, with delinquencies of 
14 and 19 days as to five transactions; Section 4(c)(8) as 
to seven transactions for a customer while his account was 
“frozen” by reason of his purchase of a security in the 
account within the preceding 90 days and the sale of such 
security before full payment, and the account contained 
insufficient funds to cover the full purchase prices; and 
Sections 4(a)(3) and 4(c)(1)(ii) as to 13 sales of securities 
for customers who did not promptly deposit the securities 
in their accounts, with the periods of time between the 
sales and buy-ins ranging from three days to over five 
months. Applicants assert, with respect to Section 4(c)(3) 
of the Regulation, that the securities were not in fact 
made available by the issuer for delivery to the purchasers 
on the dates from which the seven-day periods were 
measured by the NASD. We agree with the NASD, how- 
ever, that the seven-day period specified in that Section 
commences on the date when the issuer settles with the 
underwriter, notwithstanding that such securities may not 
be delivered to the purchasers until the certificates have 
been registered in their names. 


4. In 1967 and 1968 applicants violated Section 1 of 
Article Ill in that they failed to comply with the NASD’‘s 
“Free-Riding and Withholding” interpretation then in 
effect. The member, as underwriter, allocated and sold 
portions of four premium offerings at the public offering 
price to the account of Alessandrini’s father-in-law, por- 
tions of one of those offerings to two associated persons 
of other NASD members, and a portion of another of 
those offerings to an associated person of another NASD 
member although the purchasers did not have investment 
histories sufficient to support such allocations. 


The member asserts that Alessandrini’s father-in-law had a 
sufficient investment history of purchases from the mem- 
ber to qualify him to receive the allocations and held the 
“hot issue” securities for periods in excess of six months, 
and that the aggregate of each of the offerings sold to the 
restricted purchasers was not disproportionate in amount 
as compared to the sales to members of the public. How- 
ever, under the interpretation, the “normal investment 
practice” criterion must be met even though the securities 
may have been acquired for bona fide investment and the 
aggregate of the allocations in question was not dispro- 
portionate to the public sales. The father-in-law’s account, 
opened in 1961, reflected only two purchases, aggregating 
$2,300, prior to the first “hot issue” allocation (amount- 
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ing to $10,000) in May 1967, and no additional purchases, 
excluding the “hot issue” allocations, prior to the alloca- 
tions to him of $32,000 in securities from February to 
April 1968. Two associated persons of other NASD mem- 
bers, one of whom was allotted $500 in stock and the 
other a $1,000 debenture, had no history of prior pur- 
chases, and the third had effected only one stock purchase, 
for about $500, two days before the allocation to him of 
$500 in stock. 


5. Between 1966 and 1968 the member violated Sections 

1 and 28 of Article III in that it knowingly executed trans- 
actions for three employees of other NASD members 
without notifying those members of the proposed opening 
of the accounts and without using reasonable diligence to 
determine whether such transactions would adversely af- 
fect the interest of those members. 


There is no substance to the member’s contention that it 
was not required to notify the employer members of the 
proposed opening of their employees’ accounts because 
statements of account were sent to them at their em- 
ployers’ offices, and, in addition, one employer stated in 
a letter to the member dated March 10, 1970, ‘‘we are 
aware of” the purchases made in the employee's account 
in February 1968 and on March 4, 1970. It is clear that 
neither the mailings of the statements, assuming without 
conceding they were seen by an official of the employer 
member, nor the letter of March 10 establishes that any 
of the employers was informed that the member proposed 
to open accounts for their employees or was aware of the 
transactions in the employees’ accounts at the time of 
execution. 


The NASD also found Alessandrini in violation of those 
Rules. However, although the customer account cards dis- 
closed the customers’ employment by other members, no 
evidence was presented that Alessandrini personally was 
aware of such employment, and we set aside the NASD’s 
findings of violations in this respect. The member, on the 
other hand, was chargeable with knowledge of the infor- 
mation in its records. 9 


Public Interest 


Applicants contend that the censures, 15-day suspensions, 
and $25,000 fine imposed by the NASD are unduly harsh 
and severe. In assessing those sanctions, the NASD con- 
sidered the fact that on two prior occasions it had dis- 
ciplined applicants for violations, some of which were 
similar to those found in these proceedings. 10 On the 
other hand, the NASD observed that many of the back- 
office violations were “highly technical’’ and did not re- 
flect a chaotic condition or impair the member's finan- 
cial position, that in fact the member’s net capital sub- 
stantially exceeded the amount required under our net 
capital rule, and that applicants made ‘‘apparent good 
faith attempts” to remedy the deficiencies. In addition, 
applicants assert, among other things, that during’ the 
period of the alleged violations the member voluntarily 
ceased doing business on two occasions because of back- 
office difficulties, and that many of its recordkeeping 
problems resulted from a change from manual procedures 
to a computerized system and that those problems have 
since been corrected. Under all the circumstances, includ- 
ing our setting aside of the NASD’s findings of certain vio- 


lations, and having due regard to the public interest, we 
conclude that the sanctions imposed by the NASD are 
excessive and should be modified by reducing the $25,000 
fine to $10,000. 


Accordingly, 1T 1S ORDERED that the censures and 15- 
day suspensions of Alessandrini & Co., Inc. from member- 
ship in the National Association of Securities Dealers, Inc., 
and of Paul P. Alessandrini’s registration as a registered 
principal be, and they hereby are, affirmed, and that the 


fine of $25,000 imposed upon them jointly and severally 


be, and it hereby is, reduced to $10,000. 


By the Commission (Senior Commissioner OWENS and 
Commissioners LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


Section 1 of Article II requires the observance of high 
standards of commercial honor and just and equitable 
principles of trade. Sections 21(a) and 21(b) require that 
books and records be maintained in accordance with ap- 
plicable regulations and that each customer account be 
maintained in such form as to show, among other things, 
the signature of the registered representative introducing 
the account and the signature of the member or the 
partner, officer or manager accepting the account for the 
member, and whether the customer is legally of age. 


2Our Rule 17a-3 under the Act requires that the time of 
entry and, ‘‘to the extent feasible,”” the time of execution 
be shown. 


3The NASD found that the member's securities position 
record had not been posted on a daily basis from Septem- 
ber 1968 to January 1969. In our opinion, the record is 
not adequate to support an adverse finding in that respect. 


4See First Denver Securities Corporation, Securities Ex- 
change Act Release No. 9710, p. 3 (August 7, 1972). 


5Emergency Rule 68-4, which was effective from Decem- 
ber 2, 1968 through January 30, 1969, provided in per- 
tinent part that no member or person associated with a 
member should sell a security for his own account or pur- 
chase a security as broker for a customer if he had a fail 
to deliver in that security at least 60 days old and his 
total dollar volume of fails to deliver over 30 days old was 
30% or more of his total dollar volume of fails to deliver. 


6The delinquencies with respect to 78 of the 150 pur- 
chases were one to three days. 


7The interpretation made it a violation of Section 1 for 
a member, who was a participant in the distribution of a 
public offering and who either had unfilled orders from 
the public or had failed to make a bona fide public offer- 
ing, to sell any portion of the offering to the immediate 
family of an associated person of the member or to an 
associated person of any other member unless the sale was 
for bona fide investment in accordance with the pur- 
chaser’s ‘“‘normal investment practice’ with the member 
and the aggregate of the securities so sold was insubstantial 
and not disproportionate in amount as compared to sales 
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to the public. The interpretation defined ‘‘normal invest- 
ment practice” as the history of investment in an account 
with the member, and stated that the practice of purchas- 
ing mainly “hot issues’ would not constitute a “normal 
investment practice.” The sale of a new issue at an im- 
mediate premium raises an inference that the distributor 
had unfilled orders from the public. A. J. Gabriel & Co., 
Inc., Securities Exchange Act Release No. 7696, p. 2 
(September 3, 1965). 


8Section 28 of Article 111 provides that a member who 
knowingly executes a purchase or sale transaction for an 
employee of another member shall use reasonable dili- 
gence to determine that the execution of such transaction 
will not adversely affect the interests of the employer 
member. In an interpretation by the NASD Board of 
Governors the exercise of reasonable diligence by the 
executing member is defined to require, among other 
things, prompt notice in writing by it to the employer 
member that its employee proposes to open an account 
with the executing member. 


9There is no substance to applicants’ contentions that 
they were denied due process because the NASD ex- 
aminer who conducted the major part of the investigation 
was not called as a witness by the NASD and could not 
be cross-examined, and that the testimony adduced as to 
the results of his examination was hearsay. The deficiencies 
disclosed in the examiner's report were derived from ap- 
plicants’ own records and were subject to verification or 
rebuttal by them. The examiner had left the employ of 
the NASD which has no subpoena power. The NASD staff 
member, whose testimony was based upon the report, had 
assigned and supervised the investigation. His testimony 
was probative, and since the technical rules of evidence 
do not apply to NASD hearings, the mere fact that his 
testimony may have been hearsay would not preclude its 
consideration as evidence. See Gateway Stock & Bond, 
Inc., Securities Exchange Act Release No. 8003, pp. 4-5 
(December 8, 1966). 


10in December 1962, applicants were censured and the 
member fined $2,600 for violations with respect to, 
among other things, Regulation T, records requirements 
including the time-stamping of order tickets, and free- 
riding. In September 1965, they were censured and fined 
$150 for Regulation T violations and for loaning a cus- 
tomer’s securities without his written consent. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10314/August 1, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 388/August 1, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel.-No. 7917/August 1, 1973 


Admin. Proc. File No. 3-3817 
In the Matter of 


UNIVERSITY MANAGEMENT CORPORATION 
220 Lenox Avenue 
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Westfield, New Jersey 
(801-7434) 


FRANK J. ABELLA, JR. 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings under the Securities Exchange, In- 
vestment Advisers and Investment Company Acts, Univers- 
ity Management Corporation (‘‘registrant’’) (formerly Jaf- 
fee Management Company, Inc.), a registered investment 
adviser, and Frank J. Abeila, Jr., registrant’s president, 
have submitted an offer of settlement. Registrant is in- 
vestment adviser to The Cambridge Fund, Inc. (“Fund’’) 
(formerly The Jaffe Fund, Inc.), a registered closed-end 
investment company. During the relevant period, Jaffee & 
Co., then a registered broker-dealer, executed portfolio 
transactions for the Fund. 


Under the terms of the offer, respondents, solely for the 
purpose of these proceedings and without admitting or 
denying the allegations in the order for proceedings, con- 
sent to findings that they willfully aided and abetted vio- 
lations of the securities acts as alleged in that order and to 
the imposition of certain sanctions. 


After consideration of the offer of settlement and upon 
the recommendation of its staff, the Commission deter- 
mined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that registrant and Abella: 


1. Between March 1969 and May 1970, willfully aided 
and abetted sales of securities to the Fund by Jaffee & 
Co., an affiliate or an affiliate of an affiliate of the Fund, 
acting as principal, in violation of Section 17(a) of the 
Investment Company Act; 


2. During the same period, willfully aided and abetted the 
Fund’s purchases of securities from Jaffee & Co., whose 
affiliated persons were officers or directors of the Fund, 
during the existence of an underwriting or selling syndi- 
cate in which Jaffee & Co. was a principal underwriter 
for the issuer of those securities, in violation of Section 
10(f) of the Investment Company Act; 


3. Between January 1969 and February 1971, willfully 
aided and abetted violations of Section 17(a) of the Secu- 
rities Act, Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder, and Sections 206(1) and (2) of the 
Advisers Act, in that they failed to disclose to the Fund 
and its shareholders that Jaffee & Co., acting as principal, 
sold securities to the Fund, and also sold the Fund secu- 
rities while acting as principal underwriter of a selling or 
underwriting syndicate for the issuers of such securities. 
Respondents also failed to disclose the benefits they and 
Jaffee & Co. derived from those sales, and the fact that 
Jaffee & Co. and respondents had interests materially ad- 
verse to those of the Fund and its shareholders with re- 
spect to the management of the Fund’s portfolio and the 
execution of its portfolio transactions; 


4. Between January 1969 and February 1971, willfully 
aided and abetted violations of Section 31(a) of the In- 
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vestment Company Act and subparagraphs (b)(2)(B), 








(b)(9), and (b)(10) of Rule 31a-1 thereunder in that they 
failed to maintain the Fund’s dividend records, records 
reflecting the basis for allocations of portfolio brokerage 
and order tickets in compliance with those provisions. 


The offer of settlement provides that registrant's invest- 
ment adviser registration may be suspended for a period 

of not more than 30 days, except that, during such period, 
registrant will be allowed to continue providing a full 
complement of services to existing clients, pursuant to all 
agreements executed in connection therewith, without any 
fee or compensation. The offer further provides that, for 

a period of not more than 21 days, Abella may be sus- 
pended from association with any broker-dealer or invest- 
ment adviser and prohibited from serving or acting in the 
capacities specified in Section 9(b) of the Investment Com- 
pany Act with respect to a registered investment company. 
During his suspension, Abella will not receive any fee or 
compensation from the Fund or registrant, but the sus- 
pension will not affect any of his other rights or benefits 
as an employee, officer or director thereof. 


Under all the circumstances, it is in the public interest to 
impose the maximum sanctions specified in the offer of 
settlement. 


According, 1T 1S ORDERED, effective the day following 
the date hereof and subject to the terms and conditions 
set forth above, that the registration as an investment ad- 
viser of University Management Corporation be, and it 
hereby is, suspended for a period of 30 days, and that 
Frank J. Abella, Jr. be, and he hereby is, suspended for a 
period of 21 days from association with any broker-dealer 
or investment adviser, and prohibited for the same period 
from serving or acting in the capacities specified in Sec- 
tion 9(b) of the Investment Company Act with respect to 
a registered investment company. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10315/August 1, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 11:00 a.m. (EDT) on August 1, 1973 and terminating 
at midnight (EDT) on August 10, 1973 of the securities 
of the following issuers which have failed to file with the 
Commission the indicated reports: 


AMERICA’S BEAUTIFUL CITIES located in San Pedro, 
California (10-K annual report for 1972 and 10-O quarter- 
ly reports for 1972 and 1973); 


FEDERAL HYDRONICS, INC. located in Midland Park, 
New Jersey (10-K annual report for 1972 and 10-O 
quarterly reports for 1972 and 1973); and 





PLAYERS GROUP COMPANIES, INC. located in Plain- 
view, New York (10-K annual report for 1972 and 10-0 
quarterly reports for 1971 and 1972). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10316/August 1, 1973 


SOLICITATION OF COMMENTS ON THE APPROPRI- 
ATE UTILIZATION AND DISSEMINATION OF UNDIS- 
CLOSED MATERIAL INFORMATION (S7-491) 


The Securities and Exchange Commission announced to- 
day that, with respect to an inquiry already underway by 
its staff into the circumstances under which material in- 
formation of a previously undisclosed nature may be 
utilized in connection with the purchase or sale of securi- 
ties, it is soliciting the comments and views of all mem- 
bers of the securities industry and the investing public. 


The Commission staff’s examination includes, among 
other things, an inquiry into the following major issues: 


(1) When information should be considered to have 
been publicly disseminated. 


Among other things, the Commission's staff is seeking 
to determine whether guidelines can be established con- 
cerning appropriate waiting periods to be applied after 
material information about an issuer has been disclosed in 
various available ways before any person in possession of 
such previously undisclosed information may. trade in reli- 
ance upon that information. Views are also solicited re- 
garding the efficacy of existing procedures that are fol- 
lowed, both by corporations and financial analysts, concern- 
ing information which has been disclosed on a limited basis-- 
for example, information filed with governmental agencies. 





SEC DOCKET/229 












(2) Whether appropriate guidelines can be established to 
determine when information concerning an issuer is ma- 
terial. 


Among other things, the Commission's staff is con- 
sidering under what, if any, circumstances nonpublic in- 
formation may be disclosed to and utilized by securities 
professionals in the absence of any general public dis- 
semination of that information, where for example, the 
information standing alone, is material only to securities 
professionals closely following a particular issuer or in- 
dustry. 


(3) Whether guidelines can be established to designate 
categories of individuals and entities which may be con- 
sidered to have a sufficient nexus to preclude their use of 
material, undisclosed information concerning the issuer, in 
the absence of any general public disclosure of that in- 
formation. 


Consideration is being given, for example, to informa- 
tion derived from suppliers or competitors, among others. 


(4) Whether and to what extent selected, nonpublic 
knowledge about the existing or future market in partic- 
ular securities should be treated as material information 
which must be disclosed by securities professionals or 
other persons prior to any transactions in those securities. 


In connection with these broad topics, the Commission re- 
quests comments concerning: 


(1) the procedures presently employed by broker-deal- 
ers and financial analysts to insure that they and their 
employees do not engage in any act or practice which may 
constitute an improper dissemination or utilization of 
material nonpublic information; 


(2) the procedures presently empioyed by issuers to 
insure that material information is not improperly dis- 
closed or utilized on a selective basis; 


(3) any procedures presently employed by issuers to 
determine whether, when and how material corporate in- 
formation should be disclosed publicly; 


(4) the procedures and methodology utilized by finan- 
cial analysts to formulate their securities recommendations; 
and 


(5) the appropriateness of utilizing nonpublic material 
information directly related to the future market for a 
given security, which does not emanate from or concern 
the issuer of that security. 


In addition to comments relating to existing: procedures, 
the Commission’s staff is interested in any facts or infor- 
mation which may reflect upon the appropriate resolution 
of the issues discussed above and any related matters. 


Comments are invited from all interested persons and 
should be addressed to Harvey L. Pitt, Chief Counsel, 
Division of Market Regulation, Securities and Exchange 

Commission, 500 North Capitol Street, Washington, D.C. 
20549. Comments should be mailed so that they may be 
received before August 31, 1973. All comments re- 


230/SEC DOCKET 


ceived will be made publicly available and reference 
should be made to File No. S7-491. 





By the Commission. 





Ronald F. Hunt 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10317/August 2, 1973 


See Securities Act Release No. 5414/August 2, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10318/August 1, 1973 


On May 15, 1973 the Securities and Exchange Commis- 
sion ordered public administrative proceedings under the 
Securities Exchange Act of 1934 and the Investment Ad- 
visers Act of 1940 against Computer Consultants, Inc. 
(Registrant) of Albuquerque, New Mexico, and Martin J. 
Wall, Elizabeth L. Wall (the Walls) and John E. Schu- 
macher. The Walls, who reside in Albuquerque, are 
officers of registrant. Schumacher’s last known address is 
Las Vegas, Nevada. 


The order is based on allegations by the Commission's 
staff that registrant, the Walls and Schumacher wilfully 
violated and wilfully aided and abetted violations of Sec- 
tions 5 and 17(a) of the Securities Act of 1933 in offer- 
ing for sale and selling registrant’s capital stock, and on 
the further ground that they violated Section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder in selling such stock by means of false and 
misleading statements. Such statements concerned the 
identity of the seller, the ability of investors to resell 
registrant's stock, registrant’s operating history, the extent 

of Schumacher’s investment in registrant’s stock, and the 
future market price of such securities. The order also 

alleged that the respondents had been permanently en- 
joined from further violations of the registration, anti- 

fraud, and reporting provisions of federal securities laws. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto for the 
purpose of determining whether the allegations are true, 

and if so, whether any remedial action should be ordered | 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10319/August 2, 1973 } 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 

over-the-counter trading for a ten-day period commencing 
at 10:45 a.m. (EDT) on August 2, 1973 and terminating 
at midnight (EDT) on August 11, 1973 of the securities 
of the following issuers which have failed to file with 














the Commission the indicated reports: 


AVTEK CORP., located in Providence, Rhode Island 
(10-K Annual Report for 1972); and 


CODITRON CORPORATION, located at New York, New 
York (10-K Annual Report for 1972 and 10-O Quarterly 
Reports for 1972). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10320/August 3, 1973 


The Securities and Exchange Commission today announced 
the temporary suspension of over-the-counter trading in 
the common stock of Accurate Calculator Corporation of 
437 Madison Avenue, New York, New York, from August 
3, 1973 through midnight (EDT) August 6, 1973, at 
which time the trading suspension will terminate. 


The Commission initiated the trading suspension on June 
29, 1972 because of inadequate and inaccurate informa- 

tion available to the public concerning the company, its 

operations, and its financial condition. 


On April 11, 1973, the Commission filed a complaint in 
the United States District Court for the Southern District 
of New York seeking to enjoin Accurate Calculator Cor- 
poration (‘‘Accurate’’), Howard P. Effron (“Effron”), 
Irwin Schwartz (‘“Schwartz’’), Douglas Maltz (‘‘Maltz’’), 
Anthony Salerno (“Salerno’’), Claire Kwaitkowski 
(“‘Kwaitkowski’’) and Murray Geller (‘’Geller’’) from vio- 
lating the registration provisions of the Securities Act of 
1933; and Accurate, Effron, Schwartz, Jack Fraenkel 
(‘Fraenkel’) and Maltz from violating the anti-fraud pro- 
visions of the Securities Exchange Act of 1934. 


The Commission’s complaint specifically alleged, in part, 
that, in connection with sales of unregistered securities of 
Accurate, Schwartz and Effron devised a plan to develop 
a trading market in the securities of Accurate in the 
United States. As part of this effort the complaint alleged 
that Effron placed approximately 605,000 shares of 
Accurate’s common stock with approximately 37 in- 
vestors, one of whom (Maltz) acquired 180,000 shares, 
and that Maltz sold a portion of his shares to residents of 
the United States when no registration statement was on 
file or in effect with the Commission. The complaint 
further alleged that Effron diverted for his own use and 
benefit and other non-corporate purposes a substantial 
portion of the proceeds of an offering of Accurate’s secu- 
rities in Canada; that a false and misleading prospectus 
was used in the Canadian offering; and that there was a 
scheme to circumvent the requirements of the Quebec 
securities laws by providing the Quebec Securities Com- 
mission with false and misleading information concerning 
the ownership of a substantial portion of Accurate’s un- 
registered securities. (See Litigation Release No. 10098 
dated April 11, 1973). 


In its complaint the Commission also requested the Court 
to appoint a receiver for Accurate with directions and 
authority to, among other things, take custody, control 
and possession of all assets of Accurate, oversee the opera- 
tions of the company and take the necessary steps to 
obtain funds and securities diverted from the company 

by Effron and others. On August 1, 1973, the Court ap- 
pointed as receiver Richard Blumberg, Esq., of Lipkin, 
Gusrae and Held, 225 Broadway, New York, New York 
10007. 


There is presently no adequate and accurate information 
available to the public concerning the company, its opera- 
tions and financial condition. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the 
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Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10321/August 3, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 11:00 a.m. (EDT) on August 3, 1973 and terminating 
at midnight (EDT) on August 12, 1973 of the securities 
of the following issuers which have failed to file with the 
Commission the indicated reports: 


ENVIRONMENTAL SERVICES, INC. located in Midland, 
New Jersey (10-K annual report for 1972 and the 10-0 
quarterly reports for 1972 and the first quarter of 1973); 


DIAPULSE CORPORATION OF AMERICA located in 
New Hyde Park, New York (10-K annual report for 
1972); 


INTERSTATE COMPUTER SERVICES, INC. located in 
Brooklyn, New York (10-K annual report for 1973 and 
all the 10-O quarterly reports); 


1M C INTERNATIONAL, INC. located in Dailas, Texas 
(10-K annual report for 1972 and 10-O quarterly reports 
for the last quarter in 1972 and the first two quarters in 
1973); and 


HI-PLAINS ENTERPRISES, INC. (incorporated in Dela- 
ware) located in La Mesa, Texas (10-K annual reports for 
1971 and 1972 and 10-O quarterly reports since April 
1971). Please note that this Hi-Plains Enterprises, Inc. is 
incorporated in Delaware and not to be confused with a 
company by the same name which is incorporated in 
Kansas. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 


provisions of the Exchange Act resulting in the lack of cur- 


rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
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of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18042/July 30, 1973 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 
(70-5361) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Alabama Power Company (‘‘Alabama’’), an electric utility 
subsidiary company of The Southern Company, a regis- 
tered holding company, has filed an application and amend- 
ment thereto with this Commission pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
(‘Act’), and Rule 50 promulgated thereunder as regarding 
the following proposed transaction. 


Alabama proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
up to $100,000,000 principal amount of its First Mort- 
gage Bonds, % Series, having a term of not less than 
5 years and not more than 30 years. Alabama will decide 
on the terms of the bonds prior to the filing of the regis- 
tration statement. The interest rate (which shall be a 
multiple of 1/8%) and the price, exclusive of accrued in- 
terest, to be paid to Alabama (which shall be not less 
than 99% nor more than 102-3/4% of the principal 
amount thereof) will be determined by the competitive 
bidding. The bonds will be issued under an Indenture, 
dated as of January 1, 1942, between Alabama and 
Chemical Bank, as Trustee, as heretofore supplemented 
and as to be further supplemented by a Supplemental In- 
denture to be dated as of August 1, 1973, which includes 
a prohibition until August 1, 1978 against refunding the 
bonds with the proceeds of funds borrowed at a lower 
effective interest cost. 





Alabama proposes to use the proceeds from the sale of 
the proceeds from the sale of the bonds together with: 

(1) cash contributions to capital of $65,000,000 by The 
Southern Company ($27,000,000 of which had been re- 
ceived through May 31, 1973) heretofore authorized by 
the Commission (Holding Company Act Release No. 
17824), (2) proceeds from the sales of additional first 
mortgage bonds ($75,000,000 principal amount) and 
300,000 shares of preferred stock (par value $30,000,000), 
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which Alabama proposes to issue later in 1973; and (3) 
cash on hand in excess of operating requirements, interest 
and dividends, to finance its 1973 construction program 
(estimated at $364,710,000), to pay short-term promissory 
notes payable in the form of bank notes and commercial 
paper notes incurred for such purpose, and for other law- 
ful purposes. Alabama estimates that no additional financ- 
ing will be required for construction purposes during 1973, 
except for the issuance and sale of short-term bank notes 
and commercial paper notes authorized by the Commis- 
sion (Holding Company Act Release No. 17824). It is 
estimated that approximately $7,000,000 of notes payable 
will be outstanding at December 31, 1973. 


It is stated that the Alabama Public Service Commission 
has approved the proposed issuance and sale of the bonds 
by Alabama. No other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $304,000, in- 
cluding counsel fees of $20,000 and accountant fees of 
$23,400. Fees of counsel for the underwriters, to be paid 
by the successful bidder, are estimated at $13,000. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18020), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and interest of investors and consumers that said 
application, as amended, be granted. 


1T 1!S ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rules 

24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1934 
Rel. No. 18043/July 31, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 

New York, New York 10017 
(70-5366) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM PROMISSORY NOTES TO BANKS FOR BOR- 
ROWINGS UNDER A REVOLVING CREDIT AGREE- 
MENT 





NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (‘Middle South’’), a registered holding company, has 
filed a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’’), des- 
ignating Sections 6(a) and 7 of the Act as applicable to 
the proposed transactions. All interested persons are re- 
ferred to the declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


Middle South proposes, under a $135,000,000 revolving 
credit agreement dated as of July 1, 1973, to initially 
issue and sell its unsecured promissory notes, in an aggre- 
gate amount not to exceed $30,000,000 outstanding at 
any one time, to a group of 7 commercial banks headed 
by Manufacturers Hanover Trust Company of New York 
(“MHTC”’). Middle South proposes to (a) apply 
$10,000,000 of the proceeds of the initial borrowing to 
purchase an additional 435,000 shares of common stock 
without nominal or par value of Mississippi Power & Light 
Company, its electric utility subsidiary, for an aggregate 
of $10,005,000 in cash (such purchase is a subject of a 
pending application-declaration filed by Mississippi Power 
& Light Company and Middle South, File No. 70-5371) 
and (b) use the balance of the proceeds of the borrowing, 
$20,000,000, to pay off a similar principal amount of 
short-term notes held by MHTC and Chase Manhattan 
Bank, in the amounts of $10,000,000 each. Such borrow- 
ings were under an interim arrangement, pending the 
development of the present credit agreement, and were 
used to purchase common stock of Arkansas Power & 
Light Company, an electric utility subsidiary of Middle 
South (Holding Company Act Rel. No. 17958, dated 
May 10, 1973). 


Under the terms of the revolving credit agreement, Mid- 
die South may borrow and reborrow until June 30, 1975, 
up to an aggregate of $135,000,000 outstanding at any 
one time. The names of the banks participating in the 
agreement and their respective commitments are as follows: 


Bank Commitment 


Manufacturers Hanover Trust Company, 


New York $ 55,000,000 
First National City Bank, New York 25,000,000 
Bank of America National Trust & Savings 

Association, Los Angeles 15,000,000 
Continental Illinois National Bank and 

Trust Company of Chicago 10,000,000 
Irving Trust Company, New York 10,000,000 
Northern Trust Company Bank, Chicago 10,000,000 
The First National Bank of Chicago 10,000,000 


TOTAL $135,000,000 
Each borrowing and each payment by Middle South will be 
made pro rata among the lending banks according to their 
original commitment. The credit agreement additionally 
provides that loans thereunder will be evidenced by un- 
secured promissory notes payable 90 days from the date of 
issuance thereof, but in no event later than June 30, 1975; 
will bear interest on the unpaid principal amount thereof 
from the date thereof at a rate per annum equal to 
MHTC'’s prime rate, defined as the commercial loan rate 

of MHTC from time to time in effect on borrowings having 
a 90-day maturity, until and including June 30, 1974, and 
thereafter at a rate per annum equa! to 1/4 of 1% above 
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MHTC’s prime rate, as defined. The notes will be prepay- 
able at any time on two business days notice in whole or in 
part without premium. The effective cost of borrowing to 
Middle South under the credit agreement after the full 
$135,000,000 has been borrowed, assuming compensating 
balances of approximately 15% to be maintained with each 
of the banking institutions, and assuming a MHTC prime 
rate of 8-1/2%, as defined, would be 10.4% per annum. 


In connection with the line of credit, Middle South has 
agreed to pay the banks a commitment fee for the period 
from and including July 1, 1973 to June 30, 1975, (or 
earlier date of termination of the commitments), computed 
at the rate of 1/2 of 1% per annum on the average daily 
unused portion of the commitments in effect during the 
period for which payment is made. Such commitment fee 
will be payable to each bank quarterly on the last day of 
each March, June, September and December, commencing 
September 30, 1973, and on the date on which Middle 
South shall terminate its commitments. 


Middle South intends to pay the principal of its proposed 
notes out of the proceeds of the sale of additional shares of 
its common stock. It is stated that repayments so made 
from the proceeds of the sale of common stock shall reduce 
borrowings authorized by this Commission by the amount 
of such repayments. 


Middle South states it intends to utilize the balance of the 
bank loan agreement to make capital contributions to 
Louisiana Power & Light Company and Arkansas Power & 
Light Company, its wholly-owned electric utility subsidi- 
aries, aggregating $55,000,000 during the last quarter of 
1973, and $50,000,000 during the first and second quarter 
of 1974. Middle South states the aggregate borrowings 
under the proposed line of credit will total $135,000,000 
at the close of the second quarter of 1974. All such addi- 
tional borrowings and reborrowings under the credit agree- 
ment will be subject to subsequent filings and approval by 
this Commission. 


The declaration states that no State commission and no 
Federal commission, other than this Commission, has juris- 
diction over the proposed transactions. No special 3” 
separate expenses are anticipated in connection with the 
various transactions referred to herein. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 24, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become ef- 
fective as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is ordered 
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will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18044/August 1, 1973 


In the Matter of 


KEKAHA SUGAR COMPANY, LIMITED 

OAHU SUGAR COMPANY, LIMITED 

PIONEER MILL COMPANY, LIMITED 

PUNA SUGAR COMPANY, LIMITED 

THE LIHUE PLANTATION COMPANY, LIMITED 
700 Bishop Street 

Honolulu, Hawaii 96813 

(31-738) 


NOTICE OF APPLICATION FOR EXEMPTION PUR- 
SUANT TO SECTION 2(a)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that Kekaha Sugar Company, 
Limited (“‘Kekaha™), Oahu Sugar Company, Limited 
(““Oahu’’), Pioneer Mill Company, Limited (‘‘Pioneer’’), 
Puna Sugar Company, Limited (‘’Puna’’), and The Lihue 
Plantation Company, Limited (‘‘Lihue’’), have filed an 
application with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 ("‘Act’’), designating 
Section 2(a)(3)(A) of the Act as applicable. All interested 
persons are referred to the application, which is summarized 
below, for a complete statement. 


The five companies are wholly-owned subsidiaries of Amfac, 
Inc., a Hawaii Corporation, and are primarily engaged in 

the business of planting, cultivating, growing and harvesting 
sugar cane and processing the same to produce raw sugar 
and molasses. As a necessary incident to their factory opera- 
tions, each company owns facilities which it operates to 
generate electric energy. The companies have come to sell 
their surplus energy to local public utilities. 


None of the electric energy is sold at retail nor is any sold 
interstate. None of the companies has any plan for addi- 
tional electric generating capacity. 


The number of kilowatt hours of electric energy sold and 
revenue from water and electric power sales as a percentage 
of total revenue of each company for the year ended Decem- 
ber 31, 1971 are as follows: 


Company KWH Sold Water and Electric 
Power Sales 

Kekaha 10,799,000 $120,000 1.2% 

Oahu 927,000 40,000 0.2% 

Pioneer 2,129,000 198,000 1.9% 

Puna 50,170,000 359,000 4.6% 

Lihue 16,722,000 213,000 1.4% 


ge 


em- 





In the absence of an exemption, Kekaha, Oahu, Pioneer, 
Puna, and Lihue would become “electric utility compan- 
ies’’ within the definition contained in Section 2(a)(3) of 
the Act. This would make a “holding company” of Amfac 
which controls these companies. It is asserted that the 
companies are and will continue to be primarily engaged 
in the sugar business and will sell only a small amount of 
excess electrical energy. Accordingly, the companies be- 
lieve that it is not necessary in the public interest, or for 
the protection of investors or consumers that it be con- 
sidered an electric utility company for the purpose of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 28, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18045/August 2, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


MISSISSIPP! POWER & LIGHT COMPANY 
P. O. Box 1640 

Jackson, Mississippi 39205 

(70-5371) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
OF COMMON STOCK TO PARENT HOLDING COM- 
PANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (‘Middle South’’), a registered holding company, and 
Mississippi Power & Light Company (‘Mississippi’), its 
electric utility subsidiary, have filed an application-declara- 
tion with this Commission, pursuant to the Public Utility 
Holding Company Act of 1935 (“Act’’), designating Sec- 
tions 6(a), 7, 9(a), 10 and 12(f) of the Act and Rules 43 
and 50 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Mississippi proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 promulgated 
under the Act, $20,000,000 principal amount of its First 
Mortgage Bonds, % Series due September 1, 2003 
(“‘Bonds’’). The annual interest rate on the Bonds (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, to be paid to Mississippi (which will 
be not less than 100% nor more than 102-3/4% of the 
principal amount thereof) will be determined by the com- 
petitive bidding. The Bonds will be issued under Mississip- 
pi’s Mortgage and Deed of Trust dated as of September 1, 
1944 to Irving Trust Company and Frederick G. Herbst 
(D.W. May, successor), as Trustees, as heretofore supple- 
mented and as to be further supplemented by a Fourteenth 
Supplemental Indenture to be dated as of September 1, 
1973, which includes a prohibition until September 1, 
1978, against refunding the Bonds, directly or indirectly, 
with the proceeds of funds borrowed at a lower effective 
interest cost. 


Prior to the issuance and sale by Mississippi of the Bonds, 
Mississippi proposes to issue and sell to Middle South, and 
Middle South proposes to acquire from Mississippi, 
435,000 presently authorized but unissued shares of 
Mississippi's common stock without par value (““Common 
Stock’’) at its present stated value of $23 per share, aggre- 
gating $10,005,000. Middle South proposes to obtain the 
funds to effectuate the acquisition of the Common Stock 
through borrowings from commercial banks. 1 


Mississippi proposes to utilize the net proceeds from the 
issuance and sale of the Bonds and Common Stock to re- 
tire short-term debt outstanding, to finance its construc- 
tion program (estimated at $99,346,000 for 1973) and for 
other corporate purposes. 


Fees and expenses incident to the proposed transactions 
are estimated at $80,000, including counsel fees of 
$24,800 and accountants’ fees of $7,500. The fees of 
counsel for the successful bidders are estimated at 
$10,000, to be paid by the successful bidders. 


The filing states that no State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 24, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
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Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the ap- 
plicant-declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


IMiddle South has filed with this Commission a declara- 
tion, File No. 70-5366, in which it is proposed that Mid- 
dle South borrow up to $30,000,000 from a group of 
commercial banks, under terms of a $135,000,000 revolv- 
ing credit agreement dated as of July 1, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 10846/August 3, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
Detroit, Michigan 
(70-5363) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS BY SUBSIDIARY COMPANY AT 
COMPETITIVE BIDDING, SALE OF COMMON STOCK 
TO HOLDING COMPANY; AND ISSUE AND SALE OF 
SHORT-TERM NOTES TO BANKS BY HOLDING COM- 
PANY 


American Natural Gas Company (‘‘American Natural’), a 
registered holding company, and Michigan Wisconsin Pipe 
Line Company (‘Michigan Wisconsin’’), a wholly-owned 
subsidiary company of American Natural, have filed an 
application-declaration and amendment thereto with this 
Commission pursuant to Sections 6, 7, 9, 10 and 12(f) of 
the Public Utility Holding Company Act of 1935 (‘Act’) 
and Rules 43 and 50 promulgated thereunder regarding 
the following proposed transactions. 


Michigan Wisconsin proposes to issue and sell, subject to 
the competitive bidding requirements of Rule 50 under 
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the Act, $50,000,000 principal amount of its First Mort- 
gage Pipe Line Bonds (‘New Bonds”’), % Series, due 
1993. The interest rate on the New Bonds (which shall be 
a multiple of 1/8 of 1%) and the price to be received by 
Michigan Wisconsin for the New Bonds (which price, ex- 
clusive of accrued interest, shall be not less than 98-1/2% 
of the principal amount and not more than 101-1/2% of 
the principal amount) are to be determined by competi- 
tive bidding. The New Bonds will be issued under a Mort- 
gage and Deed of Trust, dated as of September 1, 1948, 
as heretofore supplemented and as to be further supple- 
mented by a Twenty-sixth Supplemental Indenture, to be 
dated as of August 15, 1973, between Michigan Wisconsin 
and First National City Bank and Peter A. Armenia, as 
Trustees (‘Indenture’), which includes a prohibition until 
August 15, 1978 against refunding the New Bonds with 
the proceeds of funds borrowed at a lower effective inter- 
est cost. A sinking fund will be commenced on August 15, 
1978 to retire the issue by maturity. The Indenture pro- 
vides that sinking fund payments shall be accelerated under 
certain circumstances relating to annual reports which are 
required to be submitted to the Indenture Trustees regard- 
ing estimated dates of exhaustion of firm gas supply. 


Michigan Wisconsin also proposes to sell, and American 
Natural proposes to acquire, an additional 400,000 shares 
of Michigan Wisconsin’s common stock (‘‘Common Stock”), 
par value $100 per share, for a cash consideration of 
$40,000,000. Accordingly, Michigan Wisconsin proposes 
to amend its Certificate of Incorporation to increase its 
authorized capital stock from 2,045,000 to 2,445,000 
shares. Prior to or concurrently with the sale of the Com- 
mon Stock, Michigan Wisconsin will pay to American 
Natural a special cash dividend in the amount of 
$15,000,000, the effect of the two transactions being to 
convert $15,000,000 of Michigan Wisconsin's existing re- 
tained earnings into common stock. 


To provide the funds necessary for making the additional 
$25,000,000 investment in the Common Stock of Michigan 
Wisconsin, American Natural proposes to borrow from 
banks under lines of credit an aggregate of $22,000,000 
on its promissory notes (‘‘Notes”) maturing July 1, 1974 
and to utilize cash on hand. American Natural has ob- 
tained lines of credit from banks (herein collectively re- 
ferred to as ‘‘Banks’’) providing for this borrowing. The 
Banks and their respective commitments are as follows: 


First National City Bank, New York, 


N.Y. $13,000,000 

Manufacturers Hanover Trust Company, 
New York, N.Y. 9,000,000 
TOTAL $22,000,000 


The Notes will be unsecured and will be issued on or 
about August 22, 1973. There is no commitment fee, 
closing or other related charges payable to the Banks in 
connection with the borrowing. The Notes may be pre- 
paid at any time without penalty. The Notes will bear 
interest at the prime rate in effect at the lending bank on 
the date of borrowing and will be adjusted to the prime 
rate effective with any change in said rate. Interest shall 
be payable at the end of each 90-day period subsequent 
to the date of the first borrowing and at maturity. As a 
condition of these lines of credit, American Natural is re- 
quired to maintain compensating balances with the Banks. 
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The effective interest cost is thereby increased by approxi- 
mately one and one-half percent above the stated prime 
rate. 


Michigan Wisconsin will apply the net proceeds from the 
proposed sale of the New Bonds and Common Stock to 
retire Outstanding notes payable to banks under its 
$75,000,000 line of credit at the date of sale (See Hold- 
ing Company Act Release No. 17679), and to pay, in 
part, 1973 construction costs (estimated at $100,400,000) 
and advance payments for gas. 


It is stated that no State commission and no Federal com 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. The fees and expenses incident 
to the proposed transactions are estimated at $194,000, 
including counsel fees of $50,000 and accountants fees of 
$12,000. Fees of counsel for the underwriters, to be paid 
by the successful bidders, are estimated at $17,000. 


Due notice of the filing of said application-declaration as 
amended has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18029), and no hearing has been requested of 
or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be granted and permitted to become effec- 
tive: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18047/August 2, 1973 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5376) 


NOTICE OF PROPOSED ISSUE AND SALE OF BONDS 
AT COMPETITIVE BIDDING AND ISSUE OF BONDS 
FOR SINKING FUND PURPOSES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’’), a registered holding company and a 
public-utility company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding Com- 


pany Act of 1935 ("Act’’), designating Sections 6(a) and 
7 of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a compiete statement of the proposed trans- 
actions. 


Ohio Edison proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, $75,000,000 principal amount of First Mortgage 
Bonds % Series of 1973 due 2003. The interest rate 
of the bonds (which will be a multiple of 1/8 of 1%) and 
the price, exclusive of accrued interest, to be paid to 
Ohio Edison (which will be not less than 100% nor more 
than 102-3/4% of the principal amount thereof) will be 
determined by competitive bidding. The bonds will be 
issued under Ohio Edison’s Indenture dated as of August 
1, 1930, to Bankers Trust Company, Trustee, as hereto- 
fore amended and supplemented and as to be further 
amended and supplemented by a Twenty-second Supple- 
mentai indenture to be dated as of the first day of the 
calendar month in which the bonds are issued, and which 
includes, with certain exceptions, a prohibition until 5 
years after the issuance of the bonds against refunding the 
issue with proceeds of funds borrowed at a lower effective 
interest cost. 


The proceeds from the sale of the new bonds wil! be used 
for the acquisition of property, the construction, comple- 
tion, extension, renewal, or improvement of Ohio Edison's 
facilities or for the improvement of its service, or for re- 
payment of unsecured short-term debt, incurred by Ohio 
Edison estimated to be outstanding at the time of issue 

in the amount of $23,000,000, or for the reimbursement 
of its treasury for expenditures made for such purposes. 


Ohio Edison requests authority for the authentication and 
issuance to the Trustee in accordance with the sinking 
fund provisions on or about November 1, 1973, upon the 
basis of property additions under Article V of the Mort- 
gage, of an aggregate of $533,000 principal amount of its 
First Mortgage Bonds, 3-1/4% series of 1955 due 1985; in 
addition to the $7,973,000 principal amount authorized 
in File No. 70-5300, (Holding Company Act Release No. 
17896) and to withdraw cash which will be used for gen- 
eral corporate purposes. 


It is stated that the issuance of the new bonds and the 
sinking fund bonds is subject to the jurisdiction of the 
Public Utilities Commission of Ohio and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. The fees and expenses to be paid in connection 
with the sinking fund bonds are estimated at $600. The 
fees and expenses in connection with the new bonds are 
to be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 29, 1973, request in writing a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
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such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18048/August 2, 1973 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
1407 West North Temple Street 

P. O. Box 899 

Salt Lake City, Utah 84110 
(70-5373) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Utah Power & Light 
Company (‘‘Utah’’), an electric utility company and a reg- 
istered holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a) and 
7 of the Act and Rule 50 thereunder as applicable to the 
proposed transaction. All interested persons are referred 
to the declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Utah proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, 800,000 
shares of its authorized but unissued common stock, par 
value $12.80 per share. Utah proposes to use the estimated 
$30,000,000 in proceeds from the sale of the common 
stock to pay a portion of its outstanding short-term 
promissory notes (said notes aggregating approximately 
$35,000,000 as of September 18, 1973), the proceeds of 
which are being used for the company’s construction pro- 
gram, estimated at $103,000,000 for 1973 and 
$64,000,000 in 1974. 


The declaration states that the Wyoming Public Service 
Commission and the Idaho Public Utilities Commission 
have jurisdiction over the proposed transaction and that 
no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
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posed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are to be sup- 
plied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 28, 1973, request in writing 
that a hearing be held in respect of such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 

he be notified should the Commission order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personal- 
ly or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney-at-law, by certif- 
icate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amend- 
ed, may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18049/August 2, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-5375) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company (‘‘Jersey Central’’), an electric utility sub- 
sidiary company of General Public Utilities Corporation, 

a registered holding company, has filed an application 
with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (“‘Act’’), designating Section 
6(b) of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the application, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


Jersey City proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of First Mortgage Bonds, 
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% Series due 2003. The interest rate (which will be 
a multiple of 1/8 of 1%) and the price (which will be not 
less than 100% nor more than 102.75% of the principal 
amount thereof plus accrued interest from October 1, 
1973, to the date of delivery) will be determined by com- 
petitive bidding. The bonds will be issued under Indenture, 
dated as of March 1, 1946, of Jersey Central to First Na- 
tional City Bank, successor to First National City Trust 
Company (formerly City Bank Farmers Trust Company), 
Trustee, as heretofore supplemented and amended by a 
Supplemental Indenture to be dated as of October 1, 
1973, and which includes, with certain exceptions, a pro- 
hibition until October 1, 1978 against refunding the issue 
with proceeds of funds borrowed at a lower effective 
interest cost. 


The entire proceeds, excluding premium and accrued in- 
terest, realized from the sale of the new bonds 
($50,000,000) will be applied to the payment of all or a 
portion of Jersey Central’s short-term bank loans of which 
approximately $46,800,000 is outstanding. The proceeds 
of the bank loans which are thus to be prepaid have been 
or will be used for construction purposes or to reimburse 
Jersey Central’s treasury for expenditures therefrom for 
construction purposes. Premium relating from the sale of 
the First Mortgage Bonds will be used for financing the 
business of Jersey Central, including the payment of ex- 
penses in effecting the sale of the bonds. The estimated 
cost of Jersey Central’s 1973 construction program is 
approximately $205,000,000. 


The fees and expenses to be paid by Jersey Central in 
connection with the issue and sale of bonds are estimated 
to total $140,000, including legal fees of $28,000. The 
fees and expenses of counsel for the underwriters, to be 
paid by the successful bidders, will be supplied by amend- 
ment. It is stated that the Board of Public Utility Com- 
missioners of New Jersey has jurisdiction over the pro- 
posed issue and sale of bonds by Jersey Central and that 
no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 29, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion, as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 


matter, including the date of the hearing (f ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18050/August 3, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN WISCONSIN PIPLE LINE COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5369) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM.- 
MERCIAL PAPER TO A DEALER AND/OR SHORT- 
TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Michigan Wisconsin 
Pipe Line Company (‘‘Michigan Wisconsin’’), a pipe line 
subsidiary company of American Natural Gas Company 
(‘“‘American”), a registered holding company, has filed an 
application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (“‘Act’’), 
designating Sections 6 and 7 of the Act and Rules 50(a)(2) 
and 70(b)(2) promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred 
to the application-declaration, which is summarized be- 
low, for a complete statement of the proposed transac- 
tions. 


Michigan Wisconsin proposes to issue and sell from time 
to time to August 30, 1974 up to a maximum of 
$75,000,000 on its promissory notes (‘‘Notes’’). Accord- 
ingly, Michigan Wisconsin has arranged lines of credit 
with eight commercial banks providing for the borrowing 
of up to $75,000,000 on its Notes maturing August 30, 
1974. The banks and their respective commitments are as 
follows: 


Amount of 
Name of Bank Commitment 


First National City Bank, New York, 


New York $18,500,000 
Manufacturers Hanover Trust Company, 

New York, New York 18,500,000 
National Bank of Detroit, Detroit, Michigan 10,500,000 
The Detroit Bank & Trust Company, 

Detroit, Michigan 9,800,000 
Manufacturers National Bank of Detroit, 

Detroit, Michigan 7,000,000 
First Wisconsin National Bank of 

Milwaukee, Milwaukee, Wisconsin 4,500,000 
M & | Marshall & Illsley Bank, 

Milwaukee, Wisconsin 4,200,000 
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Marine National Exchange Bank, 
Milwaukee, Wisconsin 
TOTAL 


2,000,000 
$75,000,000 


Each Note will be dated as of the date of issuance, will 
mature August 30, 1974, and will bear interest at the 
prime rate in effect at the lending bank on the date of 
each borrowing, which interest rate will be adjusted to the 
prime rate effective with any change in said rate. Interest 
shall be payable at the end of each 90-day period sub- 
sequent to the date of borrowing and at maturity. There 
is nO commitment fee, closing or other related charges 
payable to the banks, and the notes may be prepaid at 
any time without penalty. In connection with the lines of 
credit, Michigan Wisconsin is required to maintain com- 
pensating balances with the banks, the effect of which is 
to increase the effective interest cost by approximately 
one and one half (1-1/2) percent above the prevailing 
prime rate of 8-3/4%. 


Michigan Wisconsin also proposes, in lieu of the issuance 
and sale of its Notes to the above listed banks, to issue 
and sell from time to time up to August 30, 1974, com- 
mercial paper, to the extent funds are available, up to a 
maximum of $50,000,000 outstanding at any one time to 
Goldman, Sachs & Co., New York, New York, a dealer in 
commercial paper. The commercial paper will have varying 
maturities of not more than 270 days after the date of 
issue and will be issued and sold in varying denominations 
of not less than $50,000 and not more than $2,000,000 
directly to Goldman, Sachs & Co. at a discount which will 
not be in excess of the discount rate per annum prevailing 
at the date of issuance for commercial paper of compara- 
ble quality and like maturities. Michigan Wisconsin pro- 
poses to sell commercial paper only so long as the dis- 
count rate or the effective interest cost for such com- 
mercial paper does not exceed the equivalent cost of bor- 
rowings from commercial banks (after taking into con- 
sideration compensating balances) on the date of sale, ex- 
cept for commercial paper of maturity not exceeding 90 
days issued to refund outstanding commercial paper, if in 
the judgment of Michigan Wisconsin, it would be im- 
practical to borrow from commercial banks to refund such 
outstanding commercial paper. 


Goldman, Sachs & Co., as principal, will reoffer such 
notes at a discount not to exceed 1/8 of 1% per annum 
less than the prevailing discount rate to Michigan Wiscon- 
sin. Such notes will be reoffered to not more than 200 
identified and designated customers in a list (non-public) 
prepared in advance by Goldman, Sachs & Co. and no 
additions will be made to the customer lists without ap- 
proval of the Securities and Exchange Commission. It is 
anticipated that the commercial paper wil! be held by 
customers to maturity; however, if any commercial paper 
is repurchased by Goldman, Sachs & Co., such paper will 
be reoffered to others in the group of 200 customers. No 
commission or fee will be payable by Michigan Wisconsin 
in connection with the issue and sale of such commercial 
paper notes. 


Michigan Wisconsin has been authorized to issue and sell 
$50,000,000 principal amount of first mortgage pipe line 
bonds and 400,000 shares of its $100 par value per share 
common stock $40,000,000 pursuant to Commission 

Order of August 31, 1973, (Holding Company Act Re- 
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lease No. 18046). Funds provided by these sources and 
by the $75,000,000 of borrowings for which authorization 
is hereby requested will be used by Michigan Wisconsin 
for advance payments relating to gas purchases, to finance 
its 1973 construction program (estimated to cost 
$100,400,000), and to pay any borrowings incurred for 
either of these purposes in July and August, 1973 under 
the Company’s existing $75,000,000 line of credit (Hold- 
ing Company Act Release No. 17679, dated August 28, 
1972) or other short-term borrowings. Existing commit- 
ments for additional advance payments made in 1973 total | 
$13,400,000; however, these commitments do not include 

any amounts covered by the negotiations described above. 

It is anticipated that funds required to retire the Notes 

and commercial paper will ultimately be obtained from 
additional long-term financing and funds generated in- 
ternally. 








Applicant-declarant states that the fees and expenses in- 
cident to the proposed transactions are estimated to be 
$3,000, which includes $500 for legal services. No State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person ' 
may, not later than August 28, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
applicant-declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed 
or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulation promulgated under the Act, or 
the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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In the Matter of 


MOODY’S CAPITAL FUND, INC. 
100 Church Street 

New York, New York 10007 
(811-1488) 


NOTICE OF PROPOSAL TO 
TERMINATE REGISTRATION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘‘Act’’), to declare by order upon its 
own motion that Moody’s Capital Fund, Inc. (‘Fund’), a 
corporation organized under the laws of the State of 
Maryland, and registered under the Act as an open-end, 
diversified management investment company, has ceased 
to be an investment company as defined in the Act. 


Fund was organized in Maryland on March 28, 1967; it 
filed a Notification of Registration on Form N-8A on 
April 5, 1967 and a Registration Statement on Form 
N-8B-1 on April 11, 1967. 


At a Special Meeting of Stockholders of the Fund, held on 
February 26, 1972, the holders of a majority of Fund’s 
outstanding voting securities approved (1) a Plan of Re- 
organization (‘‘Plan’’) providing for the acquisition by 
Smith, Barney Equity Fund, Inc. (‘“Equity’’, also an in- 
vestment company registered under the Act) of sub- 
stantially all of the assets of the Fund in exchange for 
shares of Equity common stock; (2) the Articles of Ex- 
change (‘‘Articles’’) necessary to effectuate the Plan; (3) 
the distribution of Equity common stock to the Fund's 
shareholders; and (4) the dissolution of the Fund. 


Pursuant to the foregoing action by shareholders of the 
Fund, substantially all of the assets of the Fund were 
acquired by Equity as of February 26, 1972; the Equity 
common stock was distributed to Fund shareholders on 
February 28, 1972; and the Fund was dissolved on April 
28, 1972 by filing Articles of Dissolution with the Mary- 
land Department of Assessments and Taxation. 


Counsel represents that while the Fund has been formally 
dissolved, its directors, acting as trustees for the dissolved 
corporation, are still in the process of winding up the 
company’s financial affairs. This process will be completed 
upon the final liquidation of the Fund’s remaining assets, 
which include the settlement proceeds of certain litigation 
in which the Fund had been involved. Counsel to the 
Fund further represents that all but approximately 
$1,400 of the Fund’s current assets, which amount to 
$432,585.43, are being held in interest-bearing accounts 
at the Chase Manhattan Bank, with the balance deposited 
in a checking account at the Irving Trust Company. 


Counsel further represents that upon the resolution by 
the Internal Revenue Service of the proper treatment of 
these assets under the federal income tax laws, such assets 
will be distributed to shareholders of record of the Fund 
as of the close of business on February 25, 1972. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 


ment company, it shall so declare by order, and upon the 
effectiveness of such order, which may be issued upon the 
Commission’s own motion where appropriate, the registra- 
tion of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 27, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such communications should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address stated above. 

Proof of service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. At any time after said date, as provided by 
Rule O-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the matter herein may be 
issued by the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7912/July 31, 1973 


In the Matter of 


PUTNAM INVESTORS FUND, INC. 
265 Franklin Street 

Boston, Massachusetts 02110 
(812-3419) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING PROPOSED TRANSACTIONS FROM PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that the Putnam Investors 
Fund, Inc. (‘Applicant’), registered under the Investment 
Company Act of 1940 (‘‘Act’’) as an open-end diversified 
management investment company, has filed an application 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting from the provisions of Section 
22(d) of the Act and from Rule 22c-1 under the Act a 
transaction in which Applicant’s redeemable securities will 
be issued at a price other than the current public offering 
price in exchange for substantially all of the assets of 
Southern Mill Supply Company, Inc. (‘Southern’). 


Southern is a personal holding company all of whose out- 
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standing stock is owned of record and beneficially by only 
one person. It is exempt from registration under the Act 
under the provisions of Section 3(c)(1) of the Act. 


On January 15, 1973, Applicant and Southern entered 
into an Agreement and Plan of Reorganization (‘‘Agree- 
ment’) whereby substantially all of the cash and securities 
owned by Southern, with a value of approximately 
$256,502 as of February 23, 1973, are to be transferred 
to Applicant in exchange for shares of Applicant's capital 
stock. Pursuant to the Agreement, the number of shares 
of Applicant to be issued to Southern is to be determined 
by dividing the aggregate market value of the assets of 
Southern to be transferred to Applicant by the net asset 
value per share of Applicant. 


The application states that as a condition to the consum- 
mation of the transaction by the Applicant at least 60% of 
the value of the assets of Southern being transferred to 
the Applicant at the valuation time shall consist of securi- 
ties which the Applicant wishes to acquire and hold for 
investment in its portfolio. 


Pursuant to the Agreement, the value of the assets of 
Southern to be transferred and the net asset value of the 
shares of Applicant to be issued in exchange therefore, 
will be determined as of the close of business on the first 
full business day prior to the actual issue of said shares. 
The Agreement also requires that in determining the 
number of shares of Applicant to be delivered to South- 
ern, the aggregate market value of the assets of Southern 
shall be reduced by an amount, if any, determined by 
application of a formula designed to compensate Applicant 
for any increased tax liability which may result by reason 
of its acquisition of the assets of Southern. If the valua- 
tion under the Agreement had taken place on February 
23, 1973, when the net asset value of Applicant’s stock 
was $10.29 per share, Southern would have received 
24,927 shares of Applicant’s stock. 


When received, Southern will distribute Applicant’s shares 
to its shareholder and will dissolve. The stockholder of 
Southern has represented to Applicant that his present in- 
tention is to hold the shares of Applicant received in the 
transaction for at least 12 months after the close of the 
transaction. 


Applicant represents that there is no affiliation or relation- 
ship between Applicant or its officers and directors and 
Southern or its officers and directors. The application also 
states that the proposed transaction is a result of arms- 
length negotiations. 


Section 22(d) of the Act, in pertinent part, prohibits a 
registered investment company from selling any redeem- 
able security issued by it to any person except to or 
through a principal underwriter for distribution or at a 
current public offering price as described in the prospec- 
tus. The public offering price of Applicant's shares is net 
asset value plus varying sales charges depending upon the 
amount purchased and owned. 


Section 22(c) of the Act and Rule 22c-1 thereunder, taken 
together, provide, in pertinent part, that a registered in- 
vestment company may not issue its redeemable securities 
except at a price based on the current net asset value of 
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such security computed as of the close of trading on the 
New York Stock Exchange next following receipt of the 
order to purchase the security. Because the valuation date 
will precede the closing date by one business day in the 
proposed transaction, the provisions of Section 22(c) and 
Rule 22c-1 may be deemed to be contravened. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person from any 
provision or provisions of the Aci or of any rule or regu- 
lation thereunder if and to the extent that such exemption 
is necessary Or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 24, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for a hearing thereon shall be issued upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7913/July 31, 1973 


In the Matter of 


PUTNAM INVESTORS FUND, INC. 
265 Franklin Street 

Boston, Massachusetts 02110 
(812-3418) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING PROPOSED TRANSACTIONS FROM PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22c-1 
UNDER THE ACT 
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NOTICE IS HEREBY GIVEN that the Putnam Investors 
Fund, Inc. (‘Applicant’), registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) as an open-end di- 
versified management investment company, has filed an 
application pursuant to Section 6(c) of the Act for an 
order of the Commission exempting from the provisions 
of Section 22(d) of the Act and from Rule 22c-1 under 
the Act a transaction in which Applicant's redeemable 
securities will be issued at a price other than the current 
public offering price in exchange for substantially all of 
the assets of Refractory Service, Inc. (‘Refractory’’). 


Refractory is a personal holding company all of whose 
outstanding stock is owned of record and beneficially by 
only one person. It is exempt from registration under the 
Act under the provisions of Section 3(c)(1) of the Act. 


On January 15, 1973, Applicant and Refractory entered 
into an Agreement and Plan of Reorganization (‘‘Agree- 
ment’’) whereby substantially all of the cash and securities 
owned by Refractory, with a value of approximately 
$364,438 as of February 23, 1973, are to be transferred 
to Applicant in exchange for shares of Applicant's capital 
stock. Pursuant to the Agreement, the number of shares 
of Applicant to be issued to Refractory is to be deter- 
mined by dividing the aggregate market value of the assets 
of Refractory to be transferred to Applicant by. the net 
asset value per share of Applicant. 


The application states that as a condition to the consum- 
mation of the transaction by the Applicant at least 60% 
of the value of the assets of Refractory being transferred 
to the Applicant at the valuation time shall consist of 
securities which the Applicant wishes to acquire and hold 
for investment in its portfolio. 


Pursuant to the Agreement, the value of the assets of Re- 
fractory to be transferred and the net asset value of the 
shares of Applicant to be issued in exchange therefor, will 
be determined as of the close of business on the first full 
business day prior to the actual issue of said shares. The 
Agreement also requires that in determining the number 
of shares of Applicant to be delivered to Refractory, the 
aggregate market value of the assets of Refractory shali be 
reduced by an amount, if any, determined by application 
of a formula designed to compensate Applicant for any 
increased tax liability which may result by reason of its 
acquisition of the assets of Refractory. If the valuation 
under the Agreement had taken place on February 23, 
1973, when the net asset value of Applicant's stock was 
$10.29 per share, Refractory would have received 35,417 
shares of Applicant's stock. 


When received, Refractory will distribute Applicant's 
shares to its shareholder and will dissolve. The sole stock- 
holder of Refractory has represented to Applicant that his 
intention is to hold the shares of Applicant received in 
the transaction for at least 12 months after the close of 
the transaction. . 


Applicant represents that there is no affiliation or relation- 


ship between Applicant or its officers and directors and 
Refractory or its officers and directors. The application 
also states that the proposed transaction is a result of 
arms-length negotiations. 


Section 22(d) of the Act, in pertinent part, prohibits a 
registered investment company from selling any redeemable 
security issued by it to any person except to or through a 
principal underwriter for distribution or at a current pub- 
lic offering price as described in the prospectus. The pub- 
lic offering price of Applicant’s shares is net asset value 
plus varying sales charges depending upon the amount pur- 
chased and owned. 


Section 22(c) of the Act and Rule 22c-1 thereunder, taken 
together, provide, in pertinent part, that a registered in- 
vestment company may not issue its redeemable securities 
except at a price based on the current net asset value of 
such security computed as of the close of trading on the 
New York Stock Exchange next following receipt of the 
order to purchase the security. Because the valuation date 
will precede the closing date by one business day in the 
proposed transaction, the provisions of Section 22(c) and 
Rule 22c-1 may be deemed to be contravened. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person from any 
provision or provisions of the Act or of any rule or regu- 
lation thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 24, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, as 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ord- 
ered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7914/July 31, 1973 
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In the Matter of 

NEW AMERICA FUND, INC. 
1900 Avenue of the Stars 
Los Angeles, California 90067 
(812-3465) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING TRANSACTION FROM SECTION 17(a) 


New America Fund, Inc. (‘‘Applicant’’), a closed-end di- 
versified management investment company registered 
under the Investment Company Act of 1940 (the “Act’’), 
has filed an application pursuant to Section 17(b) of the 
Act for an order of the Commission exempting from Sec- 
tion 17(a) the sale of 152,548 shares of Common Stock 
of American Protection Industries, Inc. (‘API’), a Dela- 
ware corporation, to Stewart A. Resnick (‘Resnick’) pur- 
suant to an Agreement between API and Applicant dated 
March 6, 1973. 


On June 29, 1973, a notice (Investment Company Act 
Release No. 7878) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the terms of the proposed transaction are fair and reason 
able and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is 
consistent with the policies of New America Fund, Inc., 
and the general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section 
17(b) of the Act, that the proposed transaction as set 
forth in the application be, and it hereby is, exempted 
from the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7915/July 31, 1973 


In the Matter of 


BLC GROWTH FUND, INC. 
BLC INCOME FUND, iNC. 

BLC FUND, INC. 

BLC EQUITY SERVICES CORP. 
711 High Street 

Des Moines, lowa 50307 
(812-3470) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 
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BLC Growth Fund, Inc., BLC Income Fund, Inc. and 
BLC Fund, Inc. (“Funds”), diversified open-end manage- 
ment investment companies registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’), and BLC Equity 
Services Corporation (‘“-BLESCO”’), the principal under- 
writer for two of the Funds, have filed an application for 
an order of the Commission pursuant to Section 6(c) of 
the Act declaring that Herschel G. Langdon, a director of 
each of the Funds, shall not be deemed to be an “‘inter- 
ested person” of the Funds or of BLESCO within the 
meaning of Section 2(a)(19) of the Act solely by reason 
of his status as a director of AID Insurance Company 
(Mutual) and of Allied Life Insurance Company. 


The Commission on June 29, 1973, issued a notice of fil- 
ing of said application (Investment Company Act Release 
No. 7877). The notice gave interested persons an oppor- 

tunity to request a hearing and stated that an order dis- 

posing of the application might be issued upon the basis 

of the information stated therein unless a hearing should 
be ordered. No such request has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 2(a)(19) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7916/July 31, 1973 


In the Matter of 


MASSACHUSETTS BAY INCOME SHARES 
441 Stuart Street 

Boston, Massachusetts 02116 

(811-2185) 


ORDER, TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On July 3, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7886) stating that the Commission 
proposes, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘’Act’’), to declare by order upon its 
own motion that Massachusetts Bay Income Shares 
(‘‘Fund’’) has ceased to be an investment company as de- 
fined in the Act. 





The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
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tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Massachusetts Bay In- 
come Shares under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7917/August 1, 1973 


See Securities Exchange Act Release No. 10314/August 1, 
1973. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7918/August 2, 1973 


In the Matter of 


COMMODORE GROWTH FUND, INC. 
1200 Washington Building 

Tacoma, Washington 98402 
(811-1626) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On July 6, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7888) that Commodore Growth 
Fund, Inc. (‘‘Applicant’’) an open-end, diversified manage- 
ment investment company registered under the Invest- 


ment Company Act of 1940 (‘‘Act’’), had filed an applica- 


tion pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that Applicant had ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 


application might be issued upon the basis of the informa- 


tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Ap- 
plicant has ceased to be an investment company. Accord- 
ingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Commodore Growth 
Fund, Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7919/August 2, 1973 


In the Matter of 


OPPENHEIMER A.1I.M. FUND, INC. 
One New York Plaza 

New York, New York 10004 
(812-3449) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR ORDER EXEMPTING PROPOSED 
TRANSACTION FROM SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Oppenheimer A.1.M. 
Fund, Inc. (‘Applicant’) a Maryland corporation registered 
under the Investment Company Act of 1940 (‘‘Act’’) as a 
diversified open-end management investment company, has 
filed an application pursuant to Section 6(c) of the Act re- 
questing an order of the Commission exempting from the 
provisions of Section 22(d) of the Act a transaction in 
which Applicant’s redeemable securities will be issued at 

a price other than the current public offering price des- 
cribed in its prospectus in exchange for substantially all 

of the assets of Berman Beacon Corporation (‘‘BBC”’), a 
New York corporation. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of Applicant’s representations which are summarized 
below. 


BBC is an investment company all of whose outstanding 
stock is owned of record by only three persons and bene- 
ficially by only four persons and which is exempt from 
registration under the Act by reason of the provisions of 
Section 3(c)(1) thereof. Pursuant to an Agreement between 
Applicant and BBC, substantially all the cash and securities 
owned by BBC, with a market value of approximately 
$600,000 on February 28, 1973, will be transferred to 
Applicant in exchange for shares of Applicant’s stock. 
Applicant is not assuming any of the liabilities of BBC. 
The number of shares of Applicant’s stock to be issued to 
BBC is to be determined by dividing the aggregate market 
value of the assets of BBC to be transferred to Applicant 
by the net asset value per share of Applicant (subject to 
certain adjustments set forth in the Agreement) both to 

be determined as of the valuation date. When received by 
BBC, the shares of Applicant are to be distributed to 

BBC shareholders and BBC will be dissolved. Applicant 
states that it has presently no intention of selling any 
securities it will acquire from BBC. 


Applicant states that it has been advised by the manage- 
ment of BBC that the holders of common stock of BBC 
have no present intention of redeeming or otherwise trans- 
ferring their legal or beneficial interest in the shares of 
Applicant to be received by them upon the liquidation of 
BBC following the transfer of the assets of BBC to the 
Applicant, other than a transfer of the legal interest in 
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those shares of Applicant to be received to the Alfred 
Berman Trust (‘Trust’) which will be established by the 
BBC shareholders. It is proposed that the Trust in turn 
will transfer those shares of Applicant to Oppenheimer 
and Company (““Oppenheimer’’), the parent of Applicant's 
investment adviser, and will become a limited partner of 
Oppenheimer. The application further states that Oppen- 
heimer represents that it has no present intention to re- 
deem or otherwise transfer the interest of the shares of 
Applicant to be delivered to it by the Trust. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
for such company shall sell any redeemable security to the 
public except at a current public offering price described 
in the prospectus. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person or transactions from any provision 
or provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public inter- 
est and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Applicant offers its shares to the public, pursuant to its 
prospectus, for cash at a price equal to the net asset value 
per share plus varying sales charges dependent upon the 
quantity of shares purchased, the maximum sales charge 
being 8.5% of the offering price. In support of its applica- 
tion, Applicant alleges that the proposed transaction will 
enable it to obtain portfolio securities without payment 
of brokerage commissions and also will increase the size 
of Applicant which, in the opinion of the Applicant, will 
tend to reduce the per share expenses of Applicant. 
Applicant also states that no affiliation presently exists 
between BBC or its officers, directors or stockholders and 
Applicant, its officers or directors, and that the Agree- 
ment was negotiated at arms length by the two com- 
panies. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 27, 1973, at 5:30 p.m., submit 
to the Commission, in writing, a request for a hearing on 
ine matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
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developments in the matter, including the date of the 
hearing, if ordered, and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7920/August 3, 1973 


In the Matter of 


CARDINAL INCOME SECURITIES, INC. 
One Jefferson First Union Plaza 

Room 1200 

Charlotte, North Carolina 28202 
(811-2369) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On July 6, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7889) of an application filed pur- 
suant to Section 8(f) of the Investment Company Act of 
1940 (“‘Act’’) for an order declaring that Cardinal In- 
come Securities, Inc. (‘“Applicant’’), has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it has been found that 
Applicant has ceased to be an investment company. Ac- 
cordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 


the Act, that the registration of Cardinal Income Securities, 


Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7921/August 3, 1973 


In the Matter of 
MUTUAL SECURITIES FUND OF BOSTON 
JOSEPH LEONARD 


WILLIAM PRIESS 
53 State Street 
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Boston, Massachusetts 02109 
(812-3463) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 16(a), 32(a)(1) AND (2) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Mutual Securities Fund 
of Boston (‘Fund’), a trust created under the laws of 
Massachusetts and an open-end, diversified investment 
company registered under the Investment Company Act 
of 1940 (“Act’’), and all of its trustees, Joseph Leonard 
and William Priess, hereinafter referred to collectively as 
“Applicants,”’ have filed an application pursuant to Sec- 
tion 6(c) of the Act for an exemption from the provisions 
of Section 16(a) of the Act to the extent necessary to ex- 
tend to October 31, 1973, the period specified in Section 
16(a) of the Act within which a meeting of the holders 
of the outstanding voting securities of Fund (‘Benefici- 
aries’’) must be held to elect directors (trustees) of Fund 
as required by Section 16(a) where, as here, a majority of 
the trustees holding office were not elected by Benefici- 
aries. The Applicants also request an order pursuant to 
Section 6(c) exempting Fund from the provisions of Sec- 
tions 32(a)(1) and (2) insofar as is necessary to permit 
the filing with the Commission of financial statements for 
the fiscal year ended March 31, 1973, certified by Arthur 
Young & Company, provided the Beneficiaries of Fund 
ratify the selection of said firm at the next meeting of 
Beneficiaries. 


The application shows that at the beginning of January 
1972, the five persons serving the Fund as trustees had 
been elected by the Fund’s Beneficiaries; that during the 
period commencing January 6, 1972 and ending Novem- 
ber 3, 1972, three of these five trustees resigned; and that 
on November 24, 1972, one of the two remaining trus- 
tees resigned leaving only one trustee serving the Fund, 
which trustee, as indicated above, had been elected by 
the Beneficiaries. On December 15, 1972, this sole re- 
maining and elected trustee of Fund appointed two per- 
sons as trustees to fill vacancies and, thereafter on the 
same day such elected trustee resigned. 


Since December 15, 1972, these two appointed trustees 
have been serving as trustees of Fund and have been the 
only trustees of Fund. The last meeting of Beneficiaries 
for the purpose of electing trustees was held on Novem- 
ber 9, 1971. When the two appointed trustees took office 
on December 15, 1972, the Fund’s audited financial state- 
ments for the fiscal year ended March 31, 1973 had not 
been completed; and audited financial statements of the 
Fund for such fiscal year have not yet been filed with 

the Commission. 


Section 16(a) of the Act provides, among other things, 
that in the event that at any time less than a majority of 
the directors (trustees) of a registered investment.com- 
pany holding office at that time were elected by holders 
of outstanding voting securities (Beneficiaries), the Board 
of Directors (the Board of Trustees) of such company 
shall forthwith cause to be held as promptly as possible 
and in any event within 60 days a meeting of the holders 
of the outstanding voting securities of the comp: ny for 
the purpose of electing directors (trustees) unless the 


Commission shall by order extend such period. 


Sections 32(a)(1) and (2) require, generally, that the 
auditors of a registered investment company be selected 
by a majority of the independent members of the regis- 
tered company’s board of directors (Board of Trustees) 
and that such selection be ratified at a meeting of stock- 
holders. 


Section 6(c) provides that the Commission may, by order 
upon application, conditionally or unconditionally exempt 
any person, security or transaction from any provision or 
provisions of the Act, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


In support of the requested exemption from Section 

16(a) of the Act, the application indicates that when the 
two present appointed trustees took their offices on 
December 15, 1972, they intended to call and hold a 
meeting of Beneficiaries of Fund within 60 days for the 
purpose of electing trustees. However, according to the 
application, the appointed trustees were unable to hold 
such a meeting because of administrative problems created 
prior to their appointment and the time required to obtain 
information from the records as previously maintained in 
order to properly prepare proxy solicitation material to 
be used in connection with a meeting of Beneficiaries. 


With respect to the requested exemption from paragraphs 
(1) and (2) of Section 32(a), the application indicates that 
the selection of auditors cannot be effected in the manner 
required by such provisions due to the way in which the 
Board of Trustees is presently constituted, a matter which 
has been beyond the control of the present trustees. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 28, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s: own mo- 
tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
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agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7922/August 3, 1973 


In the Matter of 


DREXEL. BOND-DEBENTURE TRADING FUND 
1500 Walnut Street 

Philadelphia, Pennsylvania 19101 

(812-3411) 


NOTICE OF FILING OF APPLICATION FOR 
AMENDMENT OF ORDER PURSUANT TO SECTION 
6(c) EXEMPTING APPLICANT FROM THE PROVI- 
SIONS OF SECTION 15(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Drexel Bond-Debenture 
Trading Fund (‘‘Applicant’’) has filed an application to 
amend an order entered by the Commission pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(the ‘‘Act’’) granting a temporary exemption from the 
provisions of Section 15(a) of the Act. Applicant is a 
closed-end diversified management company which is 
registered under the Act. All interested persons are re- 
ferred to the application on file with the Commission for 
a statement of Applicant’s representations, which are 
summarized below. 


Applicant was a party to an Investment Advisory Con- 
tract (the ““Advisory Contract’’) with Drexel Funds Man- 
agement Company (the ‘‘Adviser’’) and the Adviser was a 
party to an Information and Services Agreement (the 
“Information Agreement”) with Drexel Firestone, Incor- 
porated (‘Drexel Firestone’), formerly the sole share- 
holder of the Adviser. On March 16, 1973, Drexel Fire- 
stone transferred substantially all of its assets to Burnham 
& Company, Inc. (“Burnham”), whose name was changed 
to Drexel Burnham & Co. Incorporated (‘Drexel Burn- 
ham”). Among the assets transferred to Burnham by 
Drexel Firestone was all of the outstanding stock of the 
Adviser, which transfer caused the Advisory Contract to 
terminate immediately pursuant to its terms. 


Section 15(a) of the Act prohibits any person from serv- 
ing as an investment adviser to a registered investment 
company except pursuant to a contract that has been 
approved by the vote of a majority of the outstanding 
voting securities of the investment company. On May 25, 
1973 (Act Rel. No. 7831), the Commission granted Ap- 
plicant an exemption from the provisions of. Section 
15(a) permitting the Adviser to act as investment adviser 
to Applicant, and be paid a fee by Applicant for such 
services equal to that payable provided in the terminated 
contract, for the period from March 16 until the approval 
of the new advisory contract, if (1) a new advisory con- 
tract and any information agreement was submitted to 
shareholders within 120 days after consummation of the 
combination of Drexel Firestone and Burnham and (2) 
shareholders approved the payment of advisory fees to the 
Adviser for such interim period. 
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Applicant now applies to amend that order to provide 
that the condition numbered (1) above be met within 
210 days, rather than 120 days, after such combination. 
Said 120-day period expired on July 13, 1973. 


On February 7, 1973, the Board of Directors of Applicant, 
with the approval of a majority of the directors who are 
not parties to such agreements or interested persons of 
such parties at a meeting called for the purpose of voting 
on an investment advisory contract, approved (a) a new 
advisory contract with the Adviser identical to the exist- 
ing Advisory Contract and (b) a New Information Agree- 
ment with Drexel Burnham. 





Subsequent to the directors’ meeting on February 7, 1973 
(and subsequent to the filing of the preliminary proxy 
material with the Securities and Exchange Commission), 
the directors who are not interested persons of the Ad- 
viser determined to re-evaluate the desirability of retaining 
Drexel Burnham as the investment adviser, and requested 
the Adviser to provide certain information to facilitate 
this review. This review has included, in addition to an 
evaluation of the Adviser, consideration of changes in 
procedures and in the form of the investment advisory 
contract intended to increase the profitability of Appli- 
cant. Because this evaluation has involved the assembly 
and study of complex factors affecting the Applicant, in- 
cluding studies of bond market activities and possible 
changes of rules under the Act, it was not completed in 
time to submit new contracts to shareholders prior to 
July 13, 1973. Applicant states that in view of the strong 
possibility that such studies would result in changes of 
the investment advisory agreement, the Applicant’s Board 
of Directors decided to postpone the solicitation of 
proxies and the holding of the annual meeting of share- 
holders, and, accordingly, wishes to extend the period of 
exemption from Section 15(a) of the Act. At a meeting 
on July 13, 1973, a new agreement was approved, and a 
meeting of the shareholders has been scheduled. 


Applicant has submitted that the granting of this applica- 
tion to amend is necessary or appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions 
of the Act for the following reasons: 


(1) The reasons supporting the initial order issued by 
the Commission remain valid, even though the initial 
120-day period has expired. The officers of Applicant 
and the Adviser remain substantially the same as they 
were prior to the combination of Drexel Firestone and 
Burnham. Applicant has available to it not a different in- 
vestment adviser, but the same investment advisory and 
administrative services as it received prior to the combina- 
tion provided by an investment adviser with expanded 
capabilities and capital. 


(2) Had a review of its advisory relationship not been 
instituted by the non-interested directors, a new advisory 
contract would have been submitted to shareholders with- 
in 120 days of the combination. The delay is not attrib- 
utable to the Adviser. 


(3) Applicant believes that it is proper that such ser- 
vices should be paid for at the rate called for by the 
terminated contract which was approved by the share- 
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holders in 1972, and that it is unfair to the Adviser to 
pay only cost for these services. 


(4) While the Applicant has no reason to believe that 
the Adviser will not continue to provide services, Appli- 
cant has no assurance that the Adviser will continue to be 
willing to render services if there is no prospect that it 
can be paid more than cost because the terms of the 
original exemption order requiring shareholder approval 
within 120 days cannot be met. 


(5) The directors expect to be able to submit a new 
advisory contract to the shareholders at a meeting prior 
to October 10, 1973 (90 days after July 13, when the 
initial period expired). 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 28, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 


as provided by Rule O-5 of the Rules and Regulations pro- 


mulgated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing thereon shall be issued upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if 6rdered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7923/August 3, 1973 


In the Matter of 


NEW YORK STAFF TRUST and 
NEW YORK WORKERS’ TRUST 
c/o Bankers Trust Company, Trustee 
280 Park Avenue 

New York, New York 10017 
(812-3477) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR EX- 
EMPTiION FROM ALL THE PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that New York Staff Trust 
and New York Workers’ Trust (‘‘Applicants’’), trusts 
organized under the laws of New York, have filed an 
application for an order of the Commission exempting 
Applicants from all the provisions of the Investment Com- 
pany Act of 1940 (‘‘Act’’) pursuant to Section 6(c) there- 
of. All interested persons are referred to the application 
on file with the Commission for a statement of the rep- 
resentations therein which are summarized below. 


Applicants were established on June 14, 1973. The 
grantor of both Applicants is 1Cl America Inc., a Dela- 
ware corporation (‘’Grantor’’), indirectly a wholly-owned 
subsidiary of imperial Chemical Industries Limited, an 
English company (“ICI’’). The initial corpus of each 
Applicant consists of $1,000 contributed in cash by the 
Grantor to each Applicant upon its establishment. The 
beneficiaries of New York Staff Trust are the Trustees of 
the Imperial Chemicals Staff Pension Fund, and the bene- 
ficiaries of New York Workers’ Trust are the Trustees of 
the Imperial Chemicals Workers’ Pension Fund, both Eng- 
lish pension trusts (collectively ‘‘Funds’’). The Funds are 
administered in England for the benefit of present and 
retired employees of ICI and certain of its affiliates, sub- 
stantially all of whom reside in the United Kingdom. Of 
approximately 38,000 pensions being paid by the Funds, 
only approximately 27 pensions are being paid to residents 
of the United States. According to the Funds’ audited 
records, no one receiving pension payments is making 
contributions to the Funds. The Trustee of each of the 
Applicants is Bankers Trust Company, a New York cor- 
poration (‘’Trustee”’). 


Applicants contemplate entering into two substantially 
similar loan transactions. In the first such transaction, 
General Foods Corporation, a Delaware corporation 
(““GF’’), proposes to lend New York Staff Trust 
$7,000,000 and New York Workers’ Trust $3,000,000 for 
a period of nine years, 350 days at an interest rate of 6% 
per annum. Simultaneously, the Funds propose to make a 
parallel loan of the pound sterling equivalent of 
$10,000,000 (approximately + 4,017,000 at the current 
rate of exchange) on substantially the same terms to Gen- 
eral Foods Limited, an English company, which is wholly- 
owned by GF. 


In a second transaction similar to the foregoing, The Fox- 
boro Company, a Massachusetts corporation (““Foxboro’’), 
proposes to lend New York Staff Trust $3,500,000 and 
New York Workers’ Trust $1,500,000 at an interest rate 
of 6-3/4% per annum for a period of nine years, 350 days. 
Simultaneously, the Funds propose to make a parallel 
loan of the pound sterling equivalent of $5,000,000 
(approximately + 2,008,000 at the current rate of ex- 
change) at an interest rate of 7-1/4% per annum, but 
otherwise on substantially the same terms to Foxboro- 
Yoxall Limited, an English company, which is wholly- 
owned by Foxboro. 


Applicants state that they presently do not contemplate 
entering into any additional loan transactions. 


Each of the foregoing loan transactions is intended to 
qualify as a ‘‘parallel financing arrangement’ under the 
regulations of the United States Department of Com- 
merce Office of Foreign Direct Investments (‘‘OFDI”). 
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Applications for specific authorization to that effect have 
been or will be filed on behalf of GF and Foxboro with 
OFDI. 


Applications also have been or will be filed on behalf of 
GF and Foxboro with the United States Internal Revenue 


Service with respect to the United States Interest Equaliza- 


tion Tax consequences of the proposed loan transactions. 


Applicants represent that the proceeds of the above-des- 
cribed dollar loans, and any reinvestment thereof, will be 
invested by Applicants in United States securities, includ- 
ing government obligations, with the purpose of diversify- 
ing the investment portfolios of the Funds; that all the 
net income of the Applicants is to be paid annually to 
their respective beneficiaries; and that the principal and 
any net income then undistributed are to be paid to the 
beneficiaries upon termination of the Applicants. Under 
the terms of the respective trust deeds of Applicants, the 
Trustee of each may act with respect to investments only 
in accordance with the written directions of the respective 


Investment Advisory Committee of each of the Applicants, 


composed of persons from time to time named as such by 
the respective beneficiaries. 


In carrying out their proposed activities, Applicants might 
be deemed to fall within either Section 3(a)(1) of the 
Act, as being engaged or proposing to engage primarily in 
the business of investing, reinvesting or trading in securi- 
ties, or Section 3(a)(3) of the Act, as being engaged or 
proposing to engage in the business of investing, reinvest- 
ing, owning, holding or trading in securities and owning 
or proposing to acquire investment securities with a value 
exceeding 40 per cent of total assets. Applicants contend, 
however, that to the extent the Act is applicable to 
Applicants, Applicants should be exempted from its provi- 
sions under Section 6(c) of the Act. 


Section 6(c) authorizes the Commission by order upon 
application, conditionally or unconditionally to exempt 
any person or any class or classes of persons from any 
provision or provisions of the Act, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. Applicants contend that they 
each clearly fit within the general intent of the exclusion 
from the definition of investment company as set forth in 
Section 3(c)(1) of the Act, which excludes from the pro- 
visions of the Act any issuer whose outstanding securities 
are beneficially owned by not more than 100 persons and 
which is not making and does not presently propose to 
make a public offering of its securities. Beneficial owner- 
ship by a company is deemed to be beneficial ownership 
by one person except, where the company owns 10 per 
cent or more of the outstanding voting securities of the 
issuer, the beneficial ownership is deemed to be that of 
the holders of such company’s securities. Applicants state 
that the Funds are the sole beneficiaries of Applicants. 
Applicants represent that they are not making and do not 
presently propose to make a public offering of their 
securities and that neither GF, Foxboro nor any future 
lender will own “‘voting securities’’ for purposes of attri- 
bution to its shareholders. 


Applicants further contend that even if they are not 
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qualified for exemption based on the provisions of Sec- 
tion 3(c)(1) of the Act, exemption under Section 6(c) is 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act because, among 
other reasons, there is no significant direct or indirect 
United States investor interest in Applicants or their 
operations. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 29, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Trustee of Applicants at the 
address stated above. Proof of such service (by affidavit, 
or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time 
after said date, as provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order dispos- 
ing of the application herein may be issued by the Com- 
mission upon the basis of information stated in said 
application, unless an order for hearing upon said applica- 
tion shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 387/July 30, 1973 


See Securities Exchange Act Release No. 10306/July 30, 
1973. 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 388/August 1, 1973 


See Securities Exchange Act Release No. 10314/August 1, 
1973. 
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LITIGATION 





Litigation Release No. 6000/July 30, 1973 


U.S. v. UNITED AUSTRALIAN OIL, INC. et al. (N.D. 
Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
and Frank McCown, U.S. Attorney for the Northern Dis- 
trict of Texas, today announced that on July 20, 1973, 
U.S. District Judge Sarah T. Hughes, in Dallas, Texas, 
sentenced United Australian Oil, Inc. to a fine of $85,000 
after the corporation had plead guilty to all 42 counts of 
an indictment charging it with securities fraud, mail fraud, 
sale of unregistered securities and conspiracy to violate 
those statutes. The indictment alleged that the corporation 
and 18 individuals had in 1968 sold 16 million shares of 
United Australian Oil stock to the public with none of the 
proceeds of such sales going to the benefit of the corpora- 
tion or its shareholders. 


This fine is in addition to a $30,000 fine imposed by 
Judge Hughes in 1969 for contempt of an order of the 
Court. The Court order which was entered in May of 
1968 prohibited United Australian Oil, Inc. from further 
violations of the registration provisions of the Securities 
Act of 1933. This fine has not been paid by United 
Australian Oil, Inc. and makes the total fine against 
United Australian Oil, Inc. amount to $115,000, plus the 
accrued interest on the $30,000 fine. 


For further information, see Litigation Release Nos. 
4001, 4314, 4315, 4349, 4374, 4384, 4408, 4531 and 
5946. See also Securities Exchange Act Release No. 8666. 





Litigation Release No. 6001/July 30, 1973 


UNITED STATES v. MARLIN DUANE CAREY 
(E.D. Va., ALEX., VA., Criminal No. 86-73-A) 


Brian P. Gettings, United States Attorney for the Eastern 
District of Virginia, and William R. Schief, Administrator 
of the Washington Regional Office of the Securities and 
Exchange Commission, announced that on July 27, 1973, 
the Honorable Albert V. Bryan, Jr., United States District 
Court Judge for the Eastern District of Virginia, Alex- 
andria Division, sentenced Marlin Duane Carey of Hot 
Springs, Arkansas to four years imprisonment. On June 
25, 1973, Carey pleaded guilty before Judge Bryan to one 
securities fraud count of a 19-count indictment which in- 
cluded eight counts charging fraud in the sale of securi- 
ties, six counts charging mail fraud and one count charg- 
ing a conspiracy to commit the foregoing offenses in con- 
nection with the offer and sale of unregistered fractional 
undivided working interests in oil and gas leases located in 
and around Warren County, Pennsylvania. 


For further information see Litigation Release Nos. 
5532, 5565, 5826, 5882 and 5952. 





Litigation Release No. 6002/July 31, 1973 
U.S. v. PAUL DAWSON, et al. (N.D. Ill.) 


James R. Thompson, United States Attorney for the North- 
ern District of Illinois, and John |. Mayer, Administrator of 
the Chicago Regional Office of the Securities and Ex- 
change Commission, jointly announced that on July 25, 
1973, United States District Judge James B. Parsons 
sentenced Paul Dawson, of San Antonio, Texas, to three 
(3) years imprisonment in connection with his plea of 
guilty to one count of an indictment alleging violation of 
the registration and anti-fraud provisions of the Securities 
Act of 1933 in the offer and sale of securities of U.N. In- 
dustries. Judge Parsons also sentenced Dawson to three (3) 
years probation in connection with his plea of guilty to 
another count of the aforesaid indictment. Judge Parsons 
set the probation period to commence after Dawson had 
finished serving the three-year imprisonment sentence. 


Judge Parsons also sentenced Robert Caran, of Corpus 
Christi, Texas, to three (3) years probation in connection 
with his plea of nolo contendere to one count of an in- 
formation charging him with violation of the registration 
provisions of the Securities Act in the sale of securities of 
U. N. Industries, Inc. Judge Parsons also ordered Caran to 
make restitution to the individual to whom he offered and 
sold his U. N. Industries, Inc. securities. 


For more information, see Litigation Release Nos. 4500, 
4532, 4562, 4773, 5267, 5489, 5583, 5934 and 5959. 





Litigation Release No. 6003/August 2, 1973 


SEC v. HILL, CURTIN & ACKROYD, INC., et al. 
(U.S.D.C., Mass.) 


Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission today 
announced the filing of a Complaint in the U.S. District 
Court for the District of Massachusetts against Hill, Curtin 
& Ackroyd, Inc., (‘Hill’), a broker-dealer with offices at 
605 Worcester Road, Framingham, Massachusetts and 
Walter R. Curtin (“Curtin’’), its president, of 38 Flagg 
Road, Southboro, Massachusetts. 


The Complaint alleges among other things, that Hill, aided 
and abetted by Curtin, failed to maintain proper books 
and records, confirm transactions properly, set up proper 
cash reserves and failed to provide timely notice to the 
Securities and Exchange Commission of its failure to 
maintain proper records. The Complaint also alleges that 
Hill and Curtin violated the anti-fraud provisions of the 
Securities Exchange Act of 1934 by falsely holding them- 
selves out as ready, willing and able to promptly and 
properly execute orders for the purchase and sale of 
securities and to make prompt settlement therefore. 


A temporary restraining order requested by the plaintiff 
was consented to by the defendants. The defendants also 
assented to the appointment of Joseph P. Rooney, Esq., 
82 Devonshire Street, Boston, Massachusetts, as trustee for 
the liquidation of the business of Hill, pursuant to the 
Securities Investor Protection Act of 1970 on Applica- 
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tion of the Securities Investor Protection Corporation 
(“SIPC”). 


The Commission is represented in Court by Willis H. 
Riccio, Chief Counsel of the Boston Regional Office. 
SIPC is represented by James S. Armstrong, Jr., and Mr. 
Riccio. 


The investigation leading to the filing of the Complaint 
was conducted by Paul Rocheleau, Thomas Kehoe, Ray- 
mond Vaillancourt, Peter Flynn and Joseph Shwartz, of 
the Boston Regional Office. 





Litigation Release No. 6004/August 2, 1973 


SEC v. NORMANDIE TRUST COMPANY, et al. 
(D.C.S.D., Fla.) 


The Securities and Exchange Commission today an- 
nounced that the Honorable James L. King, United States 
District Judge for the Southern District of Florida, fol- 
lowing extensive pretrial proceedings, entered findings of 
fact and conclusions of law, and entered orders of perma- 
nent injunction against Normandie Trust Company, 

Philip M. Wilson a/k/a Philip Rawls, Michael A. Strauss, 


Samuel J. Marroso, Harold D. Audsley, Jr., Jack A. Agnew, 


Jr., and Charles E. Brown a/k/a Carl Brown, enjoining 
them from further violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 (Sections 
5(a), 5(c) and 17(a) ) and the anti-fraud provisions of the 
Securities Exchange Act of 1934 (Section 10(b) and Rule 
10b-5 thereunder) in connection with sales of Normandie 
Trust Company securities or any other securities. The 
Court specifically ruled during these proceedings that the 
Normandie Trust Company letters of credit, which were 
offered and sold, are securities as defined by the federal 
securities laws. 


Judge King had previously entered permanent injunctions 
by consent against Neil G. Maloney, Manning Taylor, and 
A. Wallace LaGrange enjoining them from further viola- 
tions of the same registration and anti-fraud provisions of 
the Securities Act and the Exchange Act in connection 
with sales of Normandie Trust Company securities or any 
other securities. 


The Commission’s complaint alleged that Normandie was 
incorporated. in Panama; that Normandie’s business was 
conducted from a one room office in Panama City, 
Panama; that the only business activity conducted by 
Normandie was the fradulent sale of its letters of credit 

to the public; that the defendants prepared and distributed 
a financial brochure which contained a balance sheet re- 
flecting Normandie as having in excess of $170,000,000 

in assets when in fact Normandie had little if any assets; 
that the defendants sold the Normandie letters of credit 
by representing, among other things, that they could be 
utilized by individuals to obtain loans from banks in the 
United States; that none of the purchasers of Normandie 
letters of credit was able to utilize such instruments to 
obtain loans due to the fact that Normandie’s financial 
credibility could not be verified by any of the banks 
which made inquiries; and that Normandie Trust Com- 
pany letters of credit with a total face value in excess of 
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$25,000,000 were sold to United States citizens for ap- 
proximately $150,000 and other consideration. 









Litigation Release No. 6005/August 2, 1973 


SEC v. PARAGON SECURITIES CO., et al. 
(U. S. District Court for the District of New Jersey) 


The Securities and Exchange Commission today an- 
nounced the filing of a complaint in the United States 
District Court for the District of New Jersey on August 

2, 1973, to enjoin Paragon Securities Co., Paragon Securi- 
ties Incorporated, Paragon Securities Incorporated of New 
York, Paragon Securities Incorporated of Florida, Paragon 
Securities Incorporated of California, Michael H. Weiss- 
man, Nathan M. Margolin, Michael D. Pineles, Steven |. 
Golden, Stuart Margolin, Joseph A. Geraci II1, Jerome C. 
Soskin, James J. McLaughlin, Marvin Katz, Max J. Baer, 
and Jerry A. Meyer from further violations of Section 
17(a) of the Securities Act of 1933 and Section 10(b) and 
Rules 10b-5 and 10b-16 thereunder (anti-fraud provisions), 
Section 15(a)(1) (broker-dealer registration provisions), 
Section 15(c)(1) and Rules 15c1-6, 15c1-7 and 15c1-8 
thereunder (broker-dealer anti-fraud provisions), Section 
15(b) and Rules 15b1-1 and 15b3-1 thereunder (broker- 
dealer registration provisions), Section 13(a) and Section 
17(a) and Rules 17a-5 thereunder (reporting provisions for 
public companies and broker-dealers, respectively) of the 
Securities and Exchange Act of 1934. 


In essence, the Commission’s complaint alleges that Para- 
gon Securities Co. while purportedly dealing only in 
municipal bonds was in fact dealing in other securities and 
failed to register as a broker-dealer with the Commission. 
Additionally, the complaint charged violations by Paragon 
for filing false and misleading statements with the Com- 
mission with respect to its financial condition and with 
respect to its line of business in other matters. Moreover, 
the complaint charged the defendants with violations of 
the anti-fraud and prophylactic provisions of the securities 
acts and also alleged that they abused their discretionary 
authority with respect to various accounts; that they pur- 
chased and sold securities at prices unreasonably related 
to the current market price of such securities; and em- 
ployed high pressure sales techniques to accomplish such 
fraudulent ends. Additionally, the complaint charges that 
the defendants made numerous fraudulent misstatements 
of material facts and omitted to state material facts con- 
cerning Paragon's relationship with its customers; the 
price of the securities being sold; Paragon’s underwriting; 
its interest in the distribution of certain bonds it was sell- 
ing; and the safety of an investment in bonds being sold. 


The complaint further alleges that certain of the defendants 
engaged in ‘‘warehousing’’ arrangements with certain Kan- 
sas banks and that numerous misstatements of material 
facts and omissions to state material facts caused the Kan- 
sas banks a loss of some $100,000. 


The complaint alleges that because Paragon transacted 
business in non-exempt securities it was subject to various 
rules of the Commission prescribed to promote just and 
equitable trading and to protect investors’ interests. The 
Commission charged that the defendants sold securities 
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that were unsuitable to particular investors; failed to 
supervise the activities of its salesmen; and failed to 
properly maintain books and records about its business, 
specifically those relating to the opening of and transac- 
tions in discretionary accounts. 


Finally, the Commission’s complaint alleges that a wholly 
owned subsidiary of Paragon Securities Incorporated while 
registered with the Commission filed false and inaccurate 
reports with the Commission and failed to report certain 
required information. In addition to the injunctive relief, 
the Commission requested the Court to grant disgorgement 
of illegally obtained funds, and that Paragon be required to 
correct numerous reports filed with the Commission. 





Litigation Release No. 6006/August 3, 1973 


SEC v. FINANCIAL METHODS, INC. (D. Minn. Civil 
Action No. 4-73 365) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on July 25, 1973, the Honorable Miles W. 
Lord, Federal Judge in Minneapolis, Minnesota, entered 

an order preliminarily enjoining Financial Methods, Inc., 

a registered broker-dealer of Minneapolis, from further vio- 
lations of the Commission’s net capital requirements ex- 
cept that during the effectiveness of the order of pre- 
liminary injunction, the defendant Financial Methods, Inc., 
may effect liquidating transactions of the firm's inventory 
and effect purchases to cover outstanding short positions. 
The defendant consented to the entry of the order of 
preliminary injunction without admitting or denying the 
allegations in the Commission’s complaint. 


For further information see Litigation Release No. 5987. 





Litigation Release No. 6007/August 2, 1973 


SEC v. MARKETING SPECIALISTS, INC., et al. (N.D. 
lll. Civil Action No. 73C-36) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that on July 27, 1973 the Honorable Thomas 
R. McMillen, United States District Court Judge for the 
Northern District of Illinois, Western Division, at Free- 
port, Illinois, entered an order against Vernon Wiersema 
of Morrison, Illinois and James Killean of Clinton, lowa, 
individually and d/b/a Wiersema-Killean Investments, 
permanently enjoining them from further violations of 
the registration provisions of the Securities Act of 1933 
and the anti-fraud provisions of the Securities Act of 1933 
and Securities Exchange Act of 1934 in the offer and 

sale of securities of Marketing Specialists, Inc. or of any 
other issuer. Wiersema and Killean are also enjoined from 
acting as brokers or dealers unless registered as such (or 
exempt) under the Securities Exchange Act of 1934. 


On July 9, 1973 Judge McMillen entered an order against 
Marketing Specialists, Inc., an Arizona corporation located 
in Scottsdale, Arizona, George Wdowik of Scottsdale, and 


Frank Cirone of Norridge, Illinois permanently enjoining 
them from further violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities Exchange Act of 
1934 in the offer and sale of securities of Marketing 
Specialists, Inc. or of any other issuer. 


All of the defendants consented to the entry of the orders 
without admitting or denying the allegations of the com- 
plaint. 


For further information see Litigation Release No. 5903. 





Litigation Release No. 6008/August 2, 1973 


U.S. v. JACK ALDRIDGE, JAMES J. PERRAULT and 
SAMUEL P. GOOD, JR. (C.A. 7) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, and 
Stanley B. Miller, United States Attorney for the Southern 
District of Indiana, Indianapolis Division, today announced 
that on July 25, 1973, the U.S. Court of Appeals for the 
Seventh Circuit, in Chicago, Illinois, entered an Order af- 
firming the judgments of conviction which had been previ- 
ously entered against Jack Aldridge, James J. Perrault 

and Samuel P. Good, Jr. in the U. S. District Court in 
Indianapolis, Indiana in November, 1970. The convictions 
had involved violations of the anti-fraud provisions of the 
Securities Act of 1933 and the Mail Fraud Statute in con- 
nection with the offer and sale of the securities of Ameri- 
can National Trust and Republic National Trust. 


For further information see Litigation Release Nos. 4291 
and 4833. 





Litigation Release No. 6009/August 3, 1973 


U.S. v. A. J. WHITE & CO., et al. 
(U.S.D.C., R.1.) 


Lincoln Almond, U.S. Attorney for the District of Rhode 
Island and Floyd H. Gilbert, Administrator of the Boston 
Office of the Securities and Exchange Commission, jointly 
announced that on July 31, 1973, before U.S. District 
Judge Raymond Pettine, Allan J. White of Warwick, 
Rhode Island, entered a plea of guilty to one count of a 
ten count indictment charging him with conspiracy to vio- 
late and substantative violations of the registration and 
anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud and bookkeeping provisions of the Securi- 
ties Exchange Act of 1934 in connection with the offer 
and sale of the common stock of Develco Inc., of Woon- 
socket, Rhode Island. His guilty plea was on the count 
alleging violations of the bookkeeping requirements of the 
Securities Exchange Act of 1934. 


Judge Pettine imposed a sentence in which Allan J. White 
was remanded to the custody of the Attorney General of 
the United States for a period of one year, suspended ex- 
ecution of the sentence and placed White on probation for 
two years. In addition Judge Pettine imposed a fine of 
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$8,500 to be paid by October 31, 1973. For more infor- 
mation see Litigation Release No. 5926. 

























































Litigation Release No. 6010/August 2, 1973 


SEC v. TECHNI-CULTURE INC.., et al. 
(U.S. District Court for the District of Arizona) 


The Securities and Exchange Commission today an- 
nounced the filing of a complaint in the U.S. District 
Court for the District of Arizona seeking a preliminary 
and permanent injunction against Techni-Culture, Inc., 
Techni-Culture of Arizona, Inc., James W. White, Charles 
W. Foster, L. G. Victors Gold & Co., Lawrence G. Vic- 
tors, John G. Brennan, George Van Valkenburg, Martin 
Greenberg, Eugene Haber, Lionel Leeds, Lawrence H. 
Jackson, Larry Lemke and John Syphers from engaging in 
further violations of Sections 5(a) and (c) and 17(a) of 
the Securities Act of 1933 and Section 10(b) of the Secu- 
rities Exchange Act of 1934 and Rule 10b-5 thereunder in 
connection with the offer, purchase and sale of the com- 
mon stock of Techni-Culture, Inc. and limited partner- 
ships in hydroponic facilities offered by Techni-Culture 
of Arizona, Inc. 


Techni-Culture, Inc. (““T-C’’) was incorporated in Nevada 
in 1913. Previously known as Manhattan Consolidated 
Mines Development Co., the company’s name was changed 
to Techni-Culture in 1970 and it established offices in 
Scottsdale, Arizona. Thereafter, it commenced efforts to 
enter the field of hydroponic farming. 


In June 1971, Techni-Culture of Arizona, Inc. was incor- 
porated as a wholly owned subsidiary of T-C for the pur- 
pose of offering limited partnership interests in hydroponic 
facilities to the public. 


The Commission's complaint alleges that White and the 
other defendants beginning in November 1970 began to 
promote T-C, a public shell corporation, as a company in 
the forefront in the field of hydroponic farming. To this 
end, the defendants commenced a drum fire of false and 
misleading statements, press releases, telephone representa- 
tions and personal solicitations of broker-dealers and 
private investors. Through these means, the defendants 
misrepresented to the public, among other things, that 
the T-C process of hydroponic farming was the most ad- 
vanced process of hydroponic growing and had won the 
battles against weather, product deterioration and climate. 
The defendants also represented that Techni-Culture of 
Arizona, Inc. was in the midst of raising $6,000,000 
through an intrastate offering registered with the State of 
Arizona. The complaint asserts that the T-C process of 
hydroponic growing was so expensive as to render this 
method of farming impractical, that attempts to construct 
buildings for its operations had failed, and that at no 
time could it be reasonably expected that substantial 
funds could be forthcoming from the offering of limited 
partnerships. 


In addition, the complaint alleges that the defendants 
offered many millions of shares of T-C stock and suc- 
ceeded in selling or causing the sale of at least 2 million 
shares of said stock to the investing public. As a result of 
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this activity, the defendants received automobiles, attor- 
neys’ services, accountants’ services, rent, personal loans 


and other things of value. In order to facilitate these sales, 


the defendants made use of nominees in order to conceal 


their participation in and the existence of this massive dis- 


tribution of unregistered T-C stock, and made numerous 
false and misleading statements. 


Between November 1970 and the present, T-C common 
stock has been traded over-the-counter and quotations 
have been listed in the pink sheets by as many as 17 
market makers at prices ranging from a few cents to a 
$1.50. In excess of 110 broker-dealers participated in 
transactions involving T-C stock. 








ACCOUNTING SERIES 





ACCOUNTING SERIES 
Rel. No. 145/August 2, 1973 


See Securities Act Release No. 5414/August 2, 1973. 
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Because of increased volume, staff limitations, and rising costs, 

the SEC has discontinued maintenance of its free mailing lists. 

Only those companies and persons registered with the Commission 

under the various Acts will continue to receive copies of individual 
releases pertaining to rule proposals and rule changes under the 

Acts for which they are registered. The following publications issued 
by the SEC are designed to keep interested members of the public 
informed about various aspects of Commission business. 


ase” NEWS DIGEST A daily report of Commission announcements, decisions, 
orders, rules and rule proposals, current reports and applications 
filed, and litigation developments. ($33.00 per year) 





SEC DOCKET A weekly compilation of the full texts of SEC releases 
under the following Acts: Securities Act, Securities Exchange Act, 
Public Utility Holding Company Act, Trust Indenture Act, Investment 
Advisers Act, and Investment Company Act. Also included will be the 
full texts of Accounting series releases, corporate reorganization 
releases, and litigation releases. ($17.00 per year) 


STATISTICAL BULLETIN A weekly publication containing data on odd 
¢ lot and round lot transactions, block distributions, working capital 


of U.S. corporations, assets of noninsured pension funds, 144 filings, 
and 8K reports. ($17.00 per year) 


OFFICIAL SUMMARY A monthly summary of securities transactions and 
holdings of officers, directors, and principal stockholders. ($14.50 
per year) 


Subscriptions to the above publications must be placed with the 
Superintendent of Documents, Government Printing Office, Washington, 
D.C. 20402 


SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO 


@ $A § SESS for foreign mailing. No additional postage is required for mailing within the United 
States, its possessions, Canada, Mexico, and all Central and South American Countries except Argentina, Brazil, British Honduras 
French Guiana, Guyana, and Surinam. For shipment to all other foreign countries include additional postage as quoted for each 
periodical or subscription service. 


Send Subscription to: 
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FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D.C. 20402 
SUBSCRIPTION PRICE: $17.00 A YEAR: 
$4.25 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(DECEMBER 21, 1972) 





